
Agricultural Research Institute' 

PUSA 






INDIAN 

JOURNAL OF ECONOMICS 




INDIAN JOURNAL OF ECONOMICS 


Editorial Board 

V. (J. Kale (\ N Vakil 

R. K Mukkkjek K. IT Madiiava 

S. K. Rude a 

(i 1). Kakwai- Mnuayinu Editor 
VflLPMK XT 
OKIOIXAL ARTICLES 

P \<;k. 

1 Ldu< iki ion and Ldtnational linance in Bombay Pioxi- 

den< y- by S K. Muianjau . . ... 1 

V Tin* Potion Mill Induxtiv oi Madras Piesidency • 

1»\ N. (\ Ranga . ... II 

3. K< onoimY Suivc\ oi Miranpur Baxalii Village, Brnaies 

J)Mnrt—b\ B S. Agarwala .. . nil 

1. Soil Elusion in the Tinted Pnnincex—ly\ Shankailal 

Agarwala .. . . 77 

( uiii'iiiy in Slmap’s Kingdoin--by V. (j. Kale .. 121 

I». Mortgage Dnlit ol Mx.xoir Villages — by V. L. DSnuza 

and lb S. K i ixlma-sw amiengar . 121) 

•7. Keonomics ot Loieign Trade ol India—by S. I 1 . Dose ... 151 

S. Land Kent in Relation to (In' Pi icing Process-—b\ A mi\ a 

Kumar Das-Oupta ... .. .. 100 

0. The Economic l)e\elopment ol India—by lb d. Thomas 171 

10. Some Salient Lessons irom the Foieign Banking S\stems 

and Their A pjilieat ion to India lhoper—by B. 
ltamchandra. Ran ... ... .. 215 

11. Tin* Central Problem oi Indian Banking—by P. I. 

Thomas ... .... ... .. 273 

12. Industrial Banking* in India—b\ d. C. Siuha ... 2 S3 

13. Bengal Loan Offices—by II. Sinlia ... 299 

14. Credit and Ranking Pioblenis in India—by 1). Pant ... 307 




Page. 

15. Agricultural Labour in North Bihar—by B. B. Mukherjee 320 
10. Geneva and Indian Labour—by 1). G. Karve ... 332 

17. Reflections on the Theory of Distribution—by S. K. 

Muranjan ... ...i ... ... 347 

18. Clark on Distribution—by V. L. D’Souza ... ... 360 

19. ‘Regulation of Banks in India—by M. L. Tan nan ... 383 

20. Some Reflections on the Problem of Industrial Finance 

in India—by V. K. R. V. Rao ... ... 421 

21. Problems of Industrial Banking and Finance—by P. S. 

Ijokanatkan ... ... ... ... 444 

22. Labour and Recruitment and Wages—by R. B. Gupta 450 

23. Trade Disputes in India—by B. V. N aray an as wa my ... 406 

24. The Theory of Distribution—by I. M. Kapoor ... 477 

25. Theory of Distribution and Some New Concepts in it— 

by B. L. Vajpayee Bhimpuri ... ... 487 

20. The Match Industry in India—by Raja Sir Davn Kishan 

Kaul ' ... * ... 498 

27. Whitherward Ho.—by Iiesari Singh Pancholy ... 513 

28. Address of Welcome—by A. 0. Woollier ... ... 537 

29. Inaugural Address—by H. E«. Sir Geoffrey Fetzherney 

de Montmorency ... ... ... ... 539 

30. Presidential Address—by Pramatba Nath Bauerji ... 544 

31. President's Closing Remarks ... ... ... 598 

32. Fluctuations of River and Economic Life in a Deltaic 

Region—by Radhakama! Mukerjeo ... ... 003 

33. Kashmir During the Moghul Period: An Economic 4 

Survey—by 1\ N. K. Bamzai ... ... 635 

34. Markets and Prices of Articles in Bengal (1740—-1705)— 

by Kali Kiukar Dutta ... ... ... 669 

35. Exchange Value in the Modern World—by N tires 

Chandra Chatterji .... ... ... 683 

36. A Note on the Board of Economic Inquiry, Punjab— 

by J. W. Thoma* ... ... * ... 689 


MISCELLANEOUS 

Ourselves ... ... ... .. . . 603 

Notes ..., .... ... ... 84, 181, 095 

Report of Discussions on Papers .... ... ... 573 

Statement of Accounts of the Indian Journal of Economics ... 604 



REVIEWS 


Page, 


1. Anstey, V,—The Trade of I lie Indian Ocean ... 220 

2. Rasa, P. C.—Economic Principles for Indian Reader ... 11 i 

3. Bonar, J.—Moral Sense ... ... ... 735 

4. Choksi, M. & Eleven 0. (lodge—Women in Modern 

India ... ... ... ... 113 

5. Darling, M. L. Rusticus Roquitur ... ... 222 

0. Dodwell, IT. H.—The Cambridge History of India, Vol. V 241 

7. Dubey, D. L.—The Indian Public Debt ... ... 717 

8. Das, R. K.—The Industrial Efficiency of ludm , . 721 

9. Eaton, A.—A Bibliography of Social Survei^ ... 728 

10. Elkin, W. A. & C. IJ. Kisch —Central Banks ... 730 

11. Einzig, P.—The Bank for Industrial Settlements ... 731 

12. Ea>, C. It.—Great Britain from Adam Smith to the 

Present Day ...- ... ... 118 

13. (ledge, E. C. & M. Choksi—Woui<yi in Modern India ... 113 

14. Goodchild, 4. T.—Geography and Man ... ... 114 

15. Gupta, It. B.—Labour and Housing in India ... 230 

10. Gupta, T. D.—An Elementary Treatise on Indian Monfcy, 

Banking and Finance ... ... ... 238 

17. Humphrey, A. \V.—The Modern Case tor Socialism ... 732 

18. I t vei, R. S. It.—Principles of Audit ... ... 731 

It). Kale, V r . G.—Economics ot Protection in India ... 115 

20. Kisch, C. II. and W. A. Elkin—(Vntral Banks ... 730 

21. Kibe, M. V.—Papers Relating to the British Indian Sea 

Customs ami Indian States ... ... 732 



Lok&nuthan, P. S.—Industrial Welfare in India ... 233 

Mukerjee, B. B.—Co-operation and Rural Welfare in 

India ... ... ...... ... 110 

Mallet, B.—British Budgets ... ... ... 219 

Mussani, It. P.—Evolution of Local Self-Government in 

Bom buy .... ... .. ■ • • ‘ 239 

Mehta, M. S.—Lord Hastings and the Indian Stall's ... 242 
Matheson, M. C.—Indian Industry ... ...* 719 

Phadke,—Sex Problem in India .... ... • • H8 

Prasad, S.—Bihar Co-operation (llajipur Subdivision) ... 23) 

Paul, N. M.—The Industrial Development of India ... 23 1 

Panikkar, K. M.—Malabar and the Portuguese ... 242 

Ponniah, J. S.—Principles of Public Finance ... 711 





t*AGCC. 

33. Ran, B. R.—Present-day Banking in India ... ... HO 

34. 8bah, TL T.—Post-War Germany ... ... HI 

35. k Silver Jubilee Souvenir, 1930 ... ... ... 234 

30 Seligman, E. If.'A.—Double Taxation and International 

Fiscal Gofojioration .... ... ... 725 

37. Scott, II. 11.—Rationalisation of Money ... ... 727 

38. Singhal, J. P.—Elements of Economic Principles ... 728 

39. Slater, (I.—Poverty and the State ... ... 734 


40. Weston, W. J.—Economies: An Elementary Text-Book 710 



Indian Journal of 
Economics 

VOL. XI i JULY 1930 ) PART I 


EDUCATION AND EDUCATIONAL FINANCE IN 
BOMBAY PRESIDENCY 

1IY 

S. K. Mtjranjan, 

Sydenham College, Bombay. 

Stagnation is writ painfully large over the recent educational 
history of this province. Some quantitative improvement may no 
doubt he claimed for almost every branch of education. Hut this 
improvement appears almost a mockery when the high hopes en¬ 
tertained of the first stop towards Responsible Government are 
recalled to mind and the actual achievement is compared with the 
magnitude of the task still unfinished. Nor is this regrettable 
failure to achieve quantitative progress relieved in any way by 
any bold and well-conceived attempts to raise the quality of the 
education actually supplied. Not that there is any lack of well- 
informed and broad-visioned criticism or speculation on the sub¬ 
ject. As a matter of fact, reports of academic disquisitions, for¬ 
mal resolutions and proposals, cogitations of expert committees 
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encumber the library and perplex the mind of the serious students 
of affairs in this province. But unhappily, all this outpouring of 
educational thought and enthusiasm has not yet progressed be¬ 
yond the stage of ineffective mouth-service. 

In no branch of education is this frustration of hopes more 
complete or more painful than in primary education. 

One of the early steps of the first Education Minister of this 
province was to appoint a committee which was to inquire into 
all aspects—administrative, financial and others—of primary edu¬ 
cation and to submit a definite scheme for adoption by Govern¬ 
ment. The committee consisted of eight non-officials and two 
official members of the Legislative Council with Sir N. G. Chanda- 
varkar as its chairman. Its report was submitted in May, 1922 and 
was accepted by the Government as the basis of its future policy. 
The required legislation—afterwards known as the Primary Edu¬ 
cation Act of 1922—received the sanction of the legislative 
Council in December of the same year. 

, The committee felt no hesitation in recommending the adop¬ 
tion of free and compulsory primary education for boys over the 
whole of the presidency in general. They enjoined caution, how¬ 
ever, in the application of any drastic measures to the Guzerat 
districts w r here rural opinion seemed rather hostile to any com¬ 
pulsion. In the case of girls, however, the committee expressed 
misgivings as regards the preparedness of the populace for similar 
measures in the areas outside the jurisdiction of the municipalities. 
They were inclined to leave the problem to the decision of the 
local authorities. 

On this basis, the committee framed a programme to be 
carried out in the next ten years. The areas commanded by the 
city municipalities were to be brought within the orbit of com¬ 
pulsion within five years—or less than five years even, if prac¬ 
ticable—by adding annually to the school-population at least 20 
pet cent of the boys then out of school. The period for non-city 
municipalities and for villages which were fit to have a school 
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was fixed at seven years. In the case of the latter, the method 
recommended was to apply compulsion annually to one-seventh 
of the villages included in the jurisdiction of the district local 
boards. The committee also hoped during the same ten years 
to make primary education compulsory for girls subject to the 
authority of city and town municipalities. These two authorities 
were expected to add to their school-rolls 06 out of 73 thousand 
boys and 40 out of 57 thousand girls of school-going age then out 
of school. As regards rural areas, the committee did not hope 
to add to the number of school-going girls more than one lakh 
out of a staggering total of nearly a million. 

These facts alone are not adequate to base a proper judg¬ 
ment on, as regards the educational policy and achievements of 
the Bombay Government during recent years. In addition, to 
them, we must also bear in mind several other considerations which 
make a genuine diffusion of literacy a most complicated problem. 
These considerations relate mostly to the notorious disparities 
which exist between areas and areas, and classes and classes. 
Unless these disparities are materially reduced, a mere quantita¬ 
tive improvement in the number of literate and educated people 
may well become a source of increased social and political selfish¬ 
ness—not to speak of the insidious and unscrupulous exploitation 
screened behind the convenient but dreadful mask of non-com- 
munal democracy. We would even prefer that, if necessary, mere 
progress in numbers should be sacrificed to this politically urgent 
and socially more beneficial task of remedying these unjust dis¬ 
parities. 

We are now in a position to find out and appreciate the signi¬ 
ficance of the statistics which abound in the annual educational 
reports of the Bombay Government. 

We shall first direct our attention to the success achieved 
in this province in carrying the light of literacy into those con¬ 
siderable parts of the province which till 1921 were still without 
a school 
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There arp in tbi«s province about 2(5,230 towns and 4 villages 9 
in all. Of these, 10,107 towns and villages 1 only had one 
school or more in 1921. 

Of the balance of 1(5,503, not all are fit to have schools in 
the present financial and administrative circumstances of this 
Government. According to the estimate of the Cliandavarkar 
Committee, a minimum of 30 pupils at least is required if a school 
is to be set up with anything like a reasonable standard of initial 
and recurrent expenditure from the public funds. But no less 
than 12,000 of the villages under consideration have a population 
of less than 500 souls. Most of them would in all probability be 
unable to produce the requisite number of 30 pupils. 

The committee found that out of the 10,000 and odd towns 
and villages which had one or more schools in 1921, as many as 
3,000 were villages with a population of 500 and under. On this 
basis the committee were led to estimate that out of the other 
12,000 tiny 4 villages 5 to be yet provided for, about a* half only 
would be able to satisfy the aforesaid canon of economy. In con¬ 
sideration of the fact that a good part of the' available field must 
have been already covered by the existing educational facilities, 
this estimate of the committee appears a highly probable one. 

The rest of the 4 villages ’ present no such difficulties. Of 
these, 2,521 had a population of between 600 and 1,000 souls and 
248 were inhabited by more than 1,000, 


1 A ' village ’ means a revenue village which may comprise several more or 
less contiguous hamlets. 
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Tbe statistics adduced below summarise the progress made 
under the auspices of responsible Indian Ministers: 


Total towns and t921 

Villages ... 26,730 

1925-26 (with schools) 

Bombay Division 1,648 

1926-27 (with 
schools) 

1,571 

Total towns 
and villages in 
Divisions 
6,068 

Those with 

schools in ... 

10,167 

Central Division 

3,308 

8,431 

7,468 

8chool-less 

16,663 

North Division 

1.608 

1,518 

3,304 

Those too small 
to have schools 

6,000 

South Division 

1,861 

1,986 

4,738 

Those which 

ought to have 
schools 

10,663 

Sind Division 

2,012 

1,787 

6,134 



Total 

10,237 

10,244 

26,731 


Deduct those with 
schools in 1921 

10,107 

10,167 





70 

77 



Out of 10,5(58 ‘ villages ’ which according to the Ohaudavar- 
kar Committee were in uigent need of and fit for primary schools, 
only 77 had received the blessing till the end of the official year 
1952«~27J. 

The Chatidavarkar (Committee had drawn the attention of the 
Government and the public to l he obvious backwardness of the 
country-side in primary education. It had also laid pointed 
stress on the growing and loud-voiced demand for such education 
from the representatives of the rural agricultural communities. 
The subjoined table sets forth the statistical evidence of the extent 
to which this disparity has been remedied. 

Pkesidency, including Sind (minus City). 


Boys and girls of school- 
going age 

Boys and 
girls at 
school in 
1921 

Boys and 
girls to be 
provided for 

Boys and 
girls at 
school in 
1926-26 

Boys and 
girls at 
school in 

1926-27 

City and town muni¬ 
cipalities ... 188+162 

93+36 

95 + 126 

178+68 

90+69 

Villages which 

ought to have 
schools ... 862+809 

305+66 

567+743 

5I1+36 2 

553+H9s 

Very small villages 128+123 

... 

123 + 123 




2 60 thousand girls are attending boys’ schools. 
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In the case of urban areas, 86 thousand out of a total of 96 
thousand boys have been already drawn into schools. But in the 
case of rural areas, only 206 thousand were added to the school- 
population out of a big total of 557 thousand to be provided for. 
Besides, this increase has not been evenly distributed over the 
province as it is largely due to one or two socially and politically 
agitated districts like Satara. 

The disparity between rural and urban areas is—as might be 
expected—still more obvious in the case of girls. The number 
of additional girls attending schools in urban areas runs into a 
total of 32 thousand out of 126 thousand who awaited schooling 
in 1921. In rural areas, the number so added reaches 32 thousand 
again although not less than 743 thousand were out of school in 
1921;. The respective percentages compare as 25 and 5. 

“ The main problem,” declares the Ohandavarkar Committee, 
u is to develop primary education among the Non-Brahman Hindus 
in the presidency proper and among the Musalmans in Sind.” 
But though this aspect of the problem was and is clearly recog¬ 
nised by all responsible authorities, little contribution has been 
made during these years towards iis solution—as is made clear 
by the subjoined statistics. 


Presidency (Whoee). 



Boys only . 





Percentage to * 
population 


Percentage of pupils to 
total number of pupils 



1921-22 

1925-26 

1926-27 

Advanced Hindus 

... 9 

33-6 

81*3 

21.0 

Intermediate Hindus 

... 57 

41*1 

42-8 

47.6 

Backward Hindus 

... 23 

6.6 

84 

13*3 

Musalmans 

... 11 

18-6 

174 

18.0 


Advanced Hindus, consisting mostly of Brahmans, and Musal- 
mans are distinctly far ahead of the remaining 80 per cent of the 
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population. Between them, they contribute almost 50 per cent of the 
total strength of primary schools. The variations such as have 
occurred during iecent years—insignificant as they are—must, 
however, be admitted to be in the right directions. 

Except in the case oi backward Hindus who consist of the 
depressed classes, criminal tribes, etc., no direct encouragement 
ia given by Government to other classes in the field of primary 
education. Such direct encouragement is entirely reserved for the 
diffusion of higher education among them. In the case of the 
backward Hindus, 300 scholarships of different values are award¬ 
ed in the higher classes of primary education, i.e., from 6th to 7th; 
there may be some gvidence to believe that the number of scholar¬ 
ships actually falls short of their real requirements. But it is jrtore 
probable that the provision of mere scholarships does not palliate, 
much less overcome the difficulties of their social and home en¬ 
vironment. 

There is, however, one form of encouragement which, the 
Government have adopted and the importance of which cannot be 
easily exaggerated. They have definitely accepted the policy of 
increasing the percentage of teachers drawn from the backward 
and agricultural classes—the very people whose educational prob^ 
lem must be solved before any foundation of a truly progressive 
and democratic society can be laid. 


Percentage of Primary Teachers 


Advanced 

Hindus 

Intermediate Hindus 

Backward Hindus 

3923-24 

60 

31 

3 

1924-25 

64 

33 

3 

1925-26 

62 

34 

4 


The progress made is almost negligible. But what is of im¬ 
portance here is the recognition of the need of a definite change 
of policy on the part of the public authorities. 
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The teacher has been drawn in the past from those classes 
whom traditions of literacy and the narrowness of an exclusive 
intellectual culture had separated from the life of the masses at 
large. This was not perhaps a great evil as the larger part of 
the school material was supplied by these classes themselves and 
the reverence for and the submission to the high caste man were 
still rooted in the habits and instincts of the true children of the 
soil. But these conditions are now rapidly disappearing. The 
appeal of the personality of the high-caste teacher finds no moral 
or emotional response because his inability to enter and share 
the outlook and aspirations of the backward castes is too pain¬ 
fully obvious. In the extreme circumstances # of* overt or conceal¬ 
ed antipathy, the teacher is apt to assume an attitude of cautious 
aloofness—with the inevitable consequence that the village school 
can never hope to become what it ought to be, the centre for the 
diffusion of useful information and better ideas for the community 
outside. Less frequently, when his sense of social obligation is 
strong or he is endowed with more than usual foresight, he falls 
into the opposite error of allowing .himself to drift into a patro¬ 
nising pose. In either case, the consequences to education are 
„ equally disastrous. As a matter of plain fact, the psychology of 
caste is too subtle, too pervasive, too deeply ingrained to permit 
any real adjustment to new educational and social demands. But 
without such an organic adjustment, education must always re- 
' main bereft of its only dynamic force—the moral appeal of the 
teacher’s personality. 

Our only resource in the present circumstances is to use the 
narrow sociality fostered by caste as the only available basis for 
the appeal of the teacher to the community at large. Its narrow¬ 
ness is not perhaps too high a price to pay for the genuineness of 
its appeal to the instinctive and habitual elements in their social 
life. In restoring the moral and emotional strength of the 
teacher’s personality, caste may perhaps in the course of time find 
in it its own antidote. In the meanwhile, it is to be strongly 
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hoped that the local authorities in whom the future adiuinistm- 
tive responsibility icir piimary education is vested will 
recognise the true purpose of the remedy and apply it 
with such wise discrimination as to avoid its other painfully noto¬ 
rious consequences. 

This ])oliey seems inevitable in the light of freqimnt grievances 
which are expressed in many Responsible (juarters. Most 
of them centre lonnd an alleged lack of consideration on 
the ))art of teachers in their behavioiu ton arils the pupils 
ol Ihe lower ingles. It was no doubt against this to- 
g reliable spi i i < that a member of tin* lo**al eouueil was 
protesting, when he said — 

I have ol ten i revived com]>lnin1s from some of my Maho- 
medan brethren that in the schools the teachers (who are non- 
Muslims) addtess Mahomcdan .student* as ‘ Miyabhai, 1 and 
while they do '•o they have not tin* least idea of what feeling the\ 
oeate in the minds of Mahomcdan boxs." 

Indeed, it would aniiizi 1 many self-satisticd men if they could 
get an adequate idea of the extent to winch our present social 
and communal ill-iceling has been caused by such heedless exhibi¬ 
tions of ill-breeding*. Bad ntnnneis, the authors of the lleport 
on Indian (constitutional llefonns had gravely warned Knglishmen 
in this eountiy, are a crime in India. But it would he difficult 
to find a distinguished man or woman of the backward caste in 
this country who has not some* equally hitter and indignant com¬ 
plaint against his high-caste teacher on the same ground. l T n- 
foitunately, these manners are not nlwaxs acts of deliberate mis¬ 
behaviour; they have the usage and sentiment of an antiquated 
social system to suppoit and sometimes cwon to sanction them. 
In either case, the consequences are equally disastrous to social 
peace and amity. 

An accurate knowledge of tliese disparities in educational pro¬ 
gress is a necessary preliminary to the proper appreciation of the 
improvement which has taken place in the number of pupils attenrl- 

F. 2 
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ing 8 c 1h>o 1. The table below presents the relevant statistics of 
this quantitative improvement: 

Presidency, including Sind (minus City). 

{Boys only) 


Towns—villages with 
or fit for schools. 


Total boys. 
842+208 


Hoys at school. 
841+62 


Hoys to be 
provided 
501 + 146 


At 

school 

in 

1926-26 

061+88 


At 

school 

in 

1926-27 


7*ho«e not fit for 

school ... 100+25 . • 100+28 ... 717+91 


Totals .. 1,178 403 770 749’ 808 s 

i. 0.689 

It appears from these figures that 280 thousand boys out of 
a total of 770 thousand to be arranged for have found their way 
to school. But the first-mentioned figure does not give an accurate 
picture of the present situation. A very substantial part of the 
present school-going children is either below or above the age-limits 
fixed for compulsion. The percentage of such children to the 
total school-going children # wns as high as 33 in 1921. It would 
not be any violence to the existing realities to deduct on this 
account at least a quarter from this number of 280 thousand in 
order to make the figure comparable with those in the third 
column. After such an adjustment, it will be found that we have 
not yet succeeded in finding room in our schools for more than a 
quarter of the huge total of 770 thousand. 

But situation seems really desperate when girls also are 
taken into account. 


3 Deduct 60 thousand girls attending boys’ school. 
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Presidency, including Sind (minus City). 
(Girls only) 


Total girls of 
school-going 
age. 

Girls at school 
in 1921. 

Girls to be 
provided for 

At school 
in 1926-26 

At school 
in 1926-27 

Towns—villages with 
or fit for schools ... 

814+167 

68+18 

728+141 

90+16 

97+17 

Those not fit for 
school . 

100+23 

... 

100+28 

... 

... 

Total 

1,094 

102 

992 

106* 

114 4 

Thus only 04 

thousand girls have 

been added 

to the 

school 

population out of 

a total of 

nearly one 

million to be yet 

sent to 


school. Ii is not, besides, possible to find oui how many ot those 
who attend school are lielow or above the legal limits of compul¬ 
sion—so that the figures are not strictly comparable. It is very 
probable that on account of our social customs and outlook not 
many are above the upper limit of compulsion. The adjustment 
required on this account cannot therefore affect our conclusion 
very materially. 

To summarise the findings of this section. The statistics of 
school-going children record an ostensible increase during the last 
few years in the case of boys. Hut even this small increase is 
more apparent than real. For, little or nothing has yet been 
done towards mitigating the vast disparities in educational pro¬ 
gress which exist between rural and urban areas, advanced and 
backward communities, numbers of school-endowed and scliool-less 
villages, and finally between boys and girls. Unless these dis¬ 
parities are materially reduced, in other words unless the light of 
literacy is carried into quarters which till now have been suffered 
to remain without it, it cannot be said that any real step has been 
made towards the solution of the problem of primary education. 
Indeed both political wisdom and social justice seem to demand 


4 See note, p. 10. 
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that, if necessary, mere quantitative progress should be subordi* 
Bated to a determined policy of abrogating: these disparities. 

Quality of Education. 

The tardy nature it not the absence of quantitative 
progress in primary education may well cause the 
gravest anxiety as regards the future of this province. Hut wheft 
we pass on from these quantitative to qualitative considerations, a 
situation is at once revealed vhich makes this future look still 
more gloomy and even despeiate. An impartial examination of 
the whole problem from this viewpoint throws the utmost doubt 
on the wisdom of continuing tint her in our present track. 

I T nder our present system an enormous number of children 
never pass beyond the first or the second standard of the ljower 
Primary stage. After two or three years of stagnation in these 
classes, they break off their connection with the school and as a 
matter of course relapse quickly into utter illiteracy, liven of 
those who pass the 4th standard—the highest class of the Lower 
Primary stage—the majority, there is eonsidciablo ground to 
believe, share the same fate. 

The subjoined table presents tlit* relevant statistics on ibis 
very vital point: 

(For Ho vs and Chuns) 





KM 

«N 

1 

to 

CM 

T 

CM 

1 

*o 

CM 

s 

CM 




<N 

J5 

<N 

CM 

Oi 

CO 

CM 

CO 

■4* 

<M 

Oi 

»o 

CM 

a> 

i 

£ 

s 

Percentage 

in Upper Prnnurv 

stage 

0 8 

K9 

9.6 

9.9 

9.6 

9.4 

Percentage 

in Lower Primary 

stage 

90.2 

91.1 

90.1 

90.1 

90.4 

90.6 

Percentage 

of pupils in Jnfaut 

C’JUbS 


35.8 

31.5 

*29.8 

30.9 

32.9 

Percentage 

of those who pas 

s 4 th 







Standard to those who joined 

5 years previously 

school 

P2.9 

1*2,4 

Xt.fi 

12.6 

15.4 

16.8 
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The row of figures at the bottom may well cause a shudder 
of utter despair. If out of every 100 pupils who join the school 
in any year, not more than 15 are destined to complete the lxjwer 
Primary stage, we may well wonder how univerbal literacy can be 
ever achieved under ihe present system except after the lapse of 
several centuries. 

This staggering wastage appears all the more amazing when 
a comparison is made with the corresponding phenomenon in our 
secondary schools. One would naturally expect this wastage to 
be normally far greater in secondary schools than in primary 
schools. For the selective* process* of examination is of more im¬ 
portance in the former institutions; and the ad\aneed age of boys 
is more likely to act as a powerful temptation for their prematuie 
withdrawal into wage-earning occupations. As a matter of fact, 
however, the corresponding percentage ot bo>s who leach the 
highest classes in our secondary schools is almost twice as high 
as in the piimary schools—25 per cent in actual figures. The 
well-known fact that our institutions for higher education have 
been in the past and still are the close-preserves of the literate 
high castes may perhaps be a part of tin* explanation ot this 
apparent paradox. But this fact by itself cannot account for the 
whole of this situation. 

The Jeports of the school-inspectors ascribe this dismal situa¬ 
tion to several social and economic causes. Barents are said to be 
always desirous ot availing themselves ot the aid of their children 
for agricultural pmposes—in particular at the harvest time. 
'Sometimes, indeed, they remove* themselves bag and baggage to 
their fields for the whole of the agricultural season. This indif¬ 
ference is further strengthened by the all too common and deep- 
rooted prejudice against all education as the hall-mark of 
snobbishness or unwillingness to do manual work. Even among 
those who feel a dim moral obligation to send their children to 
school, a general reluctance to interest themselves in their pro¬ 
gress from day to day is said to be becoming more and more 
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common. The abolition of the system of supplementary remunera¬ 
tion to the teachers who showed better results may have aggra¬ 
vated these evils. 

The remedies applied are as various as the causes of the extra¬ 
ordinary situation. In a few places, one-session schools have 
been instituted for harvest times. In a few more, gardening and 
manual training of an elementary nature have been added to the 
regular school courses. Stimulus has been applied to the teachers 
as well by recruiting them from the agricultural classes them¬ 
selves or by granting them bonuses when they show a high pro¬ 
portion of pupils in the higher classes. But all these remedies 
are reported to have proved inadequate to effect even a small 
diminution of this great evil. 

The Director of Public Instinotion seems to disagree with 
the foregoing analysis both of the causes of this failure and the 
appropriate remedies to be applied to it. He touches no doubt 
the very fundamental roots of the problem when In? stresses the 
necessity of compulsion and improvement in the quality of teach¬ 
ing as the true and only remedies. Compulsion alone will now 
increase the number of those who attend the schools and of those 
who will stay on and acquire the rudiments oi literacy before the 
expiry of the legal ago limit. Not loss vital than compulsion is 
the need of making the teaching in these schools something else 
than the present all too common irresponsibility and perfunctori¬ 
ness. There is little prospect of this much-needed change to 
better conditions, however, so long as the stigma of the one* 
teacher school continues to disfigure our primary education policy. 
Not less than 45 to 50 per cent of our schools are at present 
labouring under the blasting curse of one-teacher instruction. It 
was due largely to the fact that till very recently, the rules pre¬ 
scribed a maximum of one teacher for every 40 pupils as the basis 
for the calculation of the Government share of the total expendi¬ 
ture. 

Other improvements will be required no less urgently in order 
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to enlist the active assent and co-operation of the large masses m 
the cause of literacy. The most important among these would 
be to bring our educational system into intimate contact with the 
daily life of the community whom it is intended to serve. The 
well-known lack of popularity of our present educational efforts 
is to be mainly ascribed to the fact that their 4 literary ’ bias has 
somehow seemed to run counter to the agricultural habits and 
outlook of the people at large. There is a darge element of 
truth—although not a significant one so far as the lower branches 
of primary and middle-school education are concerned—in this gene¬ 
ral impression. As a matter of historical fact, the whole of our 
modern educational arrangements and a substantial part of our 
educational ideas also an a direct product of industrial condi¬ 
tions and urban life in the West. It is not surprising, therefore, 
if the adoption of these ideas and arrangements has caused some 
difficulties in a predominantly agricultural country like India with 
its tenacious adherence to old ideas and old modes of life and 
activity. 

It is obvious that not much can be done directly to remove 
this impression in the case of tender children of between five and 
ten years. The object of pi unary education has been and must 
always be to supply that minimum of instruction and—to quote a 
phrase now invested with much humour by the excellent treatise 
on the subject of Mr. Mayhew—‘ useful information ’ which every¬ 
body as a human being and a member of political and civilized 
society ought to possess. Nevertheless, although the courses 
themselves cannot be manipulated to serve this purpose, much 
can he done by infusing a new spirit and new outlook into our 
primary schools. It is our purpose here to notice some com¬ 
mendable beginnings which have already been made in this pro¬ 
vince in this direction. 

Sometimes, schools have been encouraged to add small 
gardens to their equipment and to use them for nature study. Al¬ 
though the mimber of schools with such gardens is almost insigni- 
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Scant, the results in the ease of those that have them are report¬ 
ed to have been very satisfactory. Sometimes prizes have been 
offered to encourage excellence in their upkeep and maintenance 
and the emulation aroused by them has been noted to have been 
a great, gain. The impiovement deserves a fuither extension; 
the investment on it in rural areas cannot be large and the risks 
of failure are almost nothing. 

A far more impoitant departure has been made in adding an 
‘ agricultural bias curticuli in f as an alternative to the usual 
‘ literary ’ curriculum, for the higher standards from the 5th to 
the 7th. To v sound masons, what has been aimed at is a prevo- 
cational rather than vocational knowledge of the general princi¬ 
ples of agriculture. The teachers have been very appropriately 
iecruitod from the agieultural classes themselves. The boys are 
made to work lor two hours every day and the instruction in¬ 
cludes village carpentry and smithing as well. Except in Sind, 
these classes have been very popular and in some (‘uses the 
villagers have come toiwaul voluntarily to aid the school with 
gratis or low-rent plots of ground, etc. Not more than \ to 1 
acre of land is required for the puiposes of this course. The 
growing infusion of the agricultural castes into the teaching army 
may he expected to supply the requisite instructors without much 
additional expenditure. Nevertheless, tin* additional expenditure 
on this innovation may prove an obstacle to as rapid an extension 
of it as may be desired. It should, however, be remembered 
that the per head cost of pupils is comparatively much lower in 
aural areas than in municipal areas, and to this extent the rural 
community which contributes also a much larger share to the 
revenues of the province lias an unchallengeable claim upon the 
consideration of the Government. Between 1923-24, when this 
change was first introduced, and B)25-2<l, only 43 schools had 
adopted this improvement. 

Although the aversion of the average educated man to agri¬ 
cultural, and other manual labour has made education in general 
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less popular in rural communities, the attraction of English for 
many among them has not yet faded. The parents of certain 
advanced classes among them seem to he very strong in their 
demand that their children should acquire the rudiments at least 
of English. In order to satisfy this demand, English classes have 
been added in son e cases to the piimaiy vernacular schools. 
There were 25 such classes in 11*22-2#. Nome educationists ot 
note are inclined to legaid this demand as essentially an unedu- 
cational one. They are justified to a good extent in holding this 
view in so far as our piemen! methods of school-teaching and our 
staff and time-table ariangemtnts give but little justification for 
an addition to the ah cad v ill-discharged responsibilities ot the 
primary school. Hut theie seems little to be said against the 
introduction of this innovation in those schools where arrange¬ 
ments can he made for the teaching of the subject by the direct 
method by means of competent teachers. A good many difficulties 
of our secondary schools would disappear if the pupils were made 
to acquire simple conversational English during those early years 
of life when the acquisition of a new language by the direct 
method is particularly easy. 

We have alieady had occasion to remark on the regrettable 
frequency of relapses into illitetniy on the part ol those even 
who have formally completed the whole 1 course of the lower pri¬ 
mary stage. The indifferent character of our primary school¬ 
teaching is no doubt an important cause of this uniequited waste. 
But a part of the explanation lies also in one of our social defects 
which must he taken serious note of, if our progress towards 
universal literacy is not to he foiled or surreptitiously undermined. 

The outstanding feature of our social environment in this 
respect is the absence of an atmosphere of literacy in the majority 
of Indian homes; or in other words the dense ignorance of the 
women-folk. Foreign critics of Indian life are apt to note and 
comment upon the depressed condition of the Indian women in 
Several obvious respects. But they never seem to obtain any 
F, 3 



i& 


S. K. MURANJA& 


vivid or intimate realization of the dominating and almost exclu* 
sive influence which the adult women of the family exercise over 
internal affairs and particularly the upbringing of children and 
boys. This dominance is no doubt disintegrating before the 
breath of new ideals of domestic life; but for the majority of the 
young folk it still continues to be a living reality to be counted 
with but not to be actively resisted. And here it is that the main 
difficulty of the men-folk, however literate and able, to gauge 
perhaps vaguely the bearing of a new economic and political 
situation lies. 

Primary education must continue to fail in its purpose so 
long as it does not enfold within its influence the women-folk 
along with the men-folk. A literate woman is a far better and 
surer guarantee of the education ol the coming generation than 
a literate man. An illiterate woman on the contrary is in her 
own times very often the cause of the stagnation of not only the 
generation that is slowly growing up but of the generation which 
is in the prime of life avS well. The utter backwardness of the 
education of girls which we have already noted is therefore an 
insidious danger which may 'well undermine and even nullify our 
best educational efforts. 

Another very real difficulty, although comparatively of minor 
importance, is the lack of facilities for village-people for continu¬ 
ing their contact with letters or enlarging their stock of informa¬ 
tion. Useful books suitable to the aptitudes and requirements of 
these people are conspicuous by their almost complete absence in all 
the five main languages of the province. A meagre grant of about 
5,000 rupees has been made for some years to encourage the 
preparation of readers of an elementary type in subjects like 
agriculture, administration, domestic science, etc. This magni¬ 
ficent effort is known to official documents as the encouragement 
of vernacular literature. What literature there exists has not 
yet found its way to the villages. In 1925, there wore in existence 
only 94 village-libraries for the whole province, the Central, 
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Northern and Sind Divisions being exceptionally fortunate in hav¬ 
ing out of them 13, 4, and 5 respectively. It. is, however, very 
difficult to suggest an alternative plan which would be useful 
without involving disproportionate expenditure. A system of cir¬ 
culating libraries under the direction of peripatetic teachers of 
primary schools may perhaps meet the difficulty; the establishment 
of certain continuation-education classes under the village- 
teacher may abolish it altogether. 

Administrative Success of the Act. 

Wo may consider now the administrative success of the Act 
of 1922. 

It may be mentioned here that an experiment in compulsion 
had already been initiated in this province by the District Muni¬ 
cipal Act of 1918. This Act had empowered the municipalities to 
adopt compulsory education within their jurisdictions and had 
laid on the Government a statutory obligation of contributing $ 
of the total expenditure. Not more than five municipalities, how¬ 
ever, had taken advantage of the Act till 1922 and of these four 
had made compulsion applicable to girls as well as to hoys. 

The record of the new Act is not in any way better. Till 
February, 1928, in other words, utter the Act had been in opera¬ 
tion for more than five years, not more than five municipalities oui 
of 160 and odd had approached Government with schemes for com¬ 
pulsion. Among district local boards, only three have submitted 
schemes for compulsion and 13 more have made proposals for 
expansion on a voluntary basis. 

Out of these 13 projects for expansion, Government have 
approved of three, returned one for re-submission in the prescrib¬ 
ed form and have not yet arrived at any decision on a few others. 
As regards the schemes which they have considered and not dis¬ 
approved, they have been held in abeyance on grounds of financial 
stringency. It is important and relevant to call attention here 
to the fact that not less than 14 district boards have already 
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accepted increased burdens for this purpose by raising the local 
cess from one anna to two annas. 

In these and other eiie uni stances to be narrated presently, it 
is not surprising* if the local authorities have not shown too great 
an alacrity in assuming the responsibilities vested in them by 
the new Act. Till so late as the end of 1927 four district boards 
in Guserat and one in Sind were yet to take over the custody of 
primary education. 

Thus, it has come to pass that among all local bodies, three 
municipalities alone have ini reduced compulsion by February, 
1028. In all these cases, compulsion applies to boys only. No 
district local board has yet ventured to adopt this step. Apart 
from all these, the Bombay Municipality with its unique position 
in the province has also initiated compulsion ward by ward from 
1025 onwards—although not till after a legal contest with the 
Government. 

It is hardly necessary to add that Government have not yet 
exercised and for several years are not likely to exercise their* 
power under the new Act to compel an unwilling local authority 
to introduce compulsion within its jurisdiction. 

There is another aspect of the present administiative and 
educational situation in this province which it would be mere folly 
to underrate or ignore. The quality of the men who are elected 
to our local bodies is distinctly very inferior and does not show 
any indications of improving in the near future. Unfortunately, 
knavery of a most unscrupulous and unabashed type has also been 
sometimes added to this already great evil of inadequate abilities 
and competence. To examine the political and social causes which 
have led to an absence of capable men in these unobtrusive paths of 
social service would require a digression too long to be*attempted 
here. But it must be clear even to the most purblind eyes that 
Nasik, Sholapur and Dharwar local bodies have given us lurid 
pictures of degeneracy which call for determined and vigorous 
action if ai similar process is to be arrested or prevented elsewhere* 
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The school-boards which are the educational delegates of 
these bodies are no exception to these general observations. In 
most cases, they lack expertness in education, and in some cases, 

lack of literacy and cultures hav militated against sober and 
long-visioned views as regards policies. The consequences have 

been of a most undesiiable kind almost all over the 

province. The most recent example, of break-downs in this per¬ 
haps most vital part ot the Act is furnished by the 

Nasik Board whose educational achievements have been summaris¬ 
ed as follows:— 

It might be stated that Moslem education has suffered 
severely, that vacations were given according to the whims and 
fancies of teachers and the village school boards, that promotions 
were made regardless of system and even reason, and that little 
attention was paid to the supply of teachers. In a nutshell the 
leport states that education is in the hands of a board which is 

totally unfitted to bo entrusted to such a charge. M 

It has now become obvious that the pace of decentralization 
ami devolution has been too rapid to evoke the required abilities 
and devotion to public interests in our local bodies. The work¬ 
ing of the Act now calls for urgent improvement in several direc¬ 
tions, and its text may even have to be amended in some parti¬ 
culars. The Government must once more make itself even more 
definitely and perhaps aggressively i responsible tor the periodic 
inspection and continuous supervision of the working of all insti¬ 
tutions. It must also take definite precautions to ensure a cer¬ 
tain standard of efficiency in the teaching staff. Above all, it 
must make the widest and most determined use of its powers of 
nominating suitable experts or experienced persons to these bodies, 
whether from official or non-official life. It may not actively 
interfere in the administration of the school boards but it should 
be empowered to submit its own reports to these bodies and to 
issue, if necessary, any warnings and admonitions. Short of devi¬ 
talising the growth and development of a spirit of regionalism 
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or discouraging local enterprise and enthusiasm, the Government 
must be restored to all those powers which are necessary to ensure 
an economic and wise use of public funds. 

No educationist in this country has denounced the defects of 
our state-controlled system in stronger language or more effective¬ 
ly than Mr. May hew in his book entitled ‘ The Kdueation of 
India.’ It is pathetically true that the system has developed 
little or no personality in the teacher and has for that reason been 
generally devoid of force or inspiration. The Government depart¬ 
ments, accustomed to measure progress by statistics and other 
concrete evidences, have yoked him to educational codes, cur¬ 
ricula and examinations, conformity to the requirements of which 
is his only title to praise or promotion. On the other hand, his 
connection with the Government has invited on him, sometimes 
with justification, sometimes without any justification at all, 
coldness if not actual avoidance and suspicion from the 
people at large. In these circumstances, it is little wonder if 
the teacher has acquired little faith in himself and consequently 
in his mission. 

This criticism, however jbst in itself, does less than justice to 
the achievements of the system. It overlooks the important fact 
that conditions in India did not then permit (and do not still 
permit) any alternative more promising than this system. The 
social institutions of the Hindus, who are the hulk of the popula¬ 
tion, have always run counter to the development of healthy demo¬ 
cratic ideals in education as in all other interests of life. Indeed, 
there is ample evidence to believe that even the foreign adminis¬ 
trators of this country almost fell victims in their earlier educa¬ 
tional efforts to this social environment. Their confident accep¬ 
tance of the ‘ filtration ’ theory of education is perhaps the most 
conclusive proof on this point. Taken by itself, there was nothing 
inherently unsound in the theory. But its actual practice took 
no account at all of the countless vertical and horizontal cleavages 
of the Hindu community and the significance of domestic life in 
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its social and spiritual outlook. For some time, there was even 
a tendency to move along the lines of easiest achievement and to 
encourage education in the higher classes alone. It was rather 
late in their history that British rulers discovered the unexpected¬ 
ly dangerous consequences of their policy and then recognised 
their direct moral obligation for the educational upliftment of the 
masses. A delibeiate adoption hom the very first of any but a 
State-directed system of education would have reinforced and 
made permanent some of the most dangerous features of this en¬ 
vironment and postponed indefinitely the emergence of a truly 
social will and a social purpose. 

The criticism is no doubt intended to apply with particular 
force to the institutions which impart secondary and higher edu¬ 
cation rather than those which are concerned with the lower bran¬ 
ches of it. Hut oven as regards higher education, practical 
statesmanship and speculative philosophy have both so far ad¬ 
vanced as to recognise it as the true charge of the State. For, 
no young citizen can with justice or propriety be left deprived of 
that training of will and feeling and of that appreciation of the 
values of life which are a necessary preliminary to a career of 
citizenship and social usefulness, and which these institutions are 
designed to give. It is true that the State in India has some¬ 
times pursued or seemed to pursue ends and ideals which were 
alien to the rational will and aspirations oi the people themselves. 
Hut this inevitable defect of an equally inevitable political situa¬ 
tion should not blind us to the other achievements of the system 
Besides, the establishment of genuine self-governing institutions 
in the provinces may be expected in the course of time to counter¬ 
act this source of national or class prejudice. After all, immunity 
from such ignorance and prejudices is to be ultimately sought in 
the realm of ideas and devotion to the enrichment of the human 
personality and not in an impossible divorce between the State— 
which embodies in itself a large part of the social environment— 
and education. 
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Educational Finance. 

Among the causes of this general failure, the in¬ 
ability of Government to find the necessary funds to 
meet their obligations under the Act is undoubtedly by far the 
most outstanding. The following table, which institutes a com¬ 
parison between the actual Government contribution to primary 
education and the annual provision which the Ohamlavarkar Com¬ 
mittee® expected the Government to make, brings out the magni¬ 
tude of this omission. 
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1923-24 
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181 
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60 
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9.5 (Rev. 

70 

74 

25 

1928-29 

... 

m 

16 Budget) 

78 

84 

29 

1929-30 



... 

8» 

94 

30 

1930-31 



. 

88 

93 

36 

1931-32 

... 

.. 


80 

92 

30 

1932-33 


... 

• • • •** 

77 

91 

38 


6 It should be borne jn mind that the Committee’s estimates of additional 

cost to (fovernment are based on the assumption that compulsion is to be applied 
to boys in all eases and to girls in city municipalities while 40 thousand girls 
are to be added to schools in towns and one lakh in rural areas. The estimates 

include a provision for children who are outside the age-limits as well. Besides* 

an annual provision of six lakhs for buildings and 70 thouc.,*L‘d tor the training 
of teachers is also postulated in the calculations. The contribution of Govern* 
ment to the local bodies is put at half the expenditure of municipalities and 

two-thirds that of the local boards. 
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Another outstanding feature of these figures is the disparity 
between the allotments made and the actual expenditure. There 
is hardly a single year in which the expenditure absorbed to the 
full extent the funds assigned to primary education. In 1B2M-24 
and in 1925-26, the figures of expenditure are actually inflated 
because in each of the two years, seven lakhs were diverted from 
the purposes of expansion to an increase in the salaries of primary 
teachers. This deplorable situation is only partly due to the fact 
that schemes are sometimes sanctioned although they are not 
quite definite in all their material details and that sometimes they 
are not carried out according to the onginal expectations. Apart 
from this, the appearance of unspent grants in the accounts of a 
department which is always sadly short of funds reflects a state 
of affairs which may well cause genuine indignation to all interest¬ 
ed in the cause of education. The remi>sness of local authorities 
cannot he pleaded as a valid excuse so long as the Act reserves to 
the local Government ample powers of interference and compul¬ 
sion. 

Allegation* of attempts to evade the financial obligations of 
the Kiln cation Act have been very frequently made against the 
Government and have been frequently ieluted by an appeal to the 
letter rather than the spirit of the Act. It has been asserted that 
Government sought to curtail expenditure as much as possible after 
the passing of the Act of 1922 with a view to lighten its 
future burdens as regards the datum contributions. Such state¬ 
ments are, however, difficult to prove, and on close analysis may 
even seem to be contrary to facts. Nevertheless, some of the 
financial arrangements under the new Act seem rather anomalous. 
Under the old Act, for example, the district boards were required 
to spend on primary education four pies out of every anna levied as 
the local eessl The Government have, very strangely, claimed 
this expenditure as a part of their datum contributions, which 
have to that extent been reduced. Again the Government accept 
no financial obligations as regards the datum line on account of 
F. 4 
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those municipal, primary and secondary schools which were once 
private but which have now passed over to the municipal autho¬ 
rities. As a matter of justice, the old Government grants to 
those schools ought to have been included in the datum, lines 
to be fixed. But since the old grants were more than half the 
expenditure of these schools, Government seem to have taken 
advantage of the letter of the Act to escape their legitimate bur¬ 
dens. These anomalies explain in part the lack of enthusiasm if 
not actual reluctance of the local authorities to assume the charge 
of their responsibilities. Another and a rather unreasonable heart¬ 
burning has been added by the refusal of the Government to grant 
the share not of their actual expenditure but the estimated ex¬ 
penditure. 

The voluntary system, it must have been clear by now, must 
always impose a heavy strain on the limited resources of this 
province. It is true that the average number of pupils has on the 
whole exceeded the minimum limit of thirty prescribed by the 
Education Committee. It may even be that in municipal schools 
the numbers actually exceed what may be regarded as an edu¬ 
cationally sound limit. ’ The large numbers in the Government 
schools are justified only by the fact that these schools are used 
as practising centres for the training of teachers. The table 
below sets forth the relevant statistics on the subject. 
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... 
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71 
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The number of pupils per teacher, however, seems surprising¬ 
ly low when placed side by side with the average stre ng th of 
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the different clashes of schools. This fact appears still more 
extraordinary when it is remembered that about half of these 
schools have not got more than one teacher each. This seems to 
indicate a far greater variation of the strength of numbers from 
school to school than these schools actually reveal. Tf this in¬ 
ference is correct, then it is clear that the expenditure on some 
of these schools is rather difficult to be justified when looked at 
from the view-point of output. 

The table below sets forth the cost per pupil from year to 
year for each class of schools. 

Cost Pek Head 



Government 

District 

Board 

Municipal 

Aided 

Unaided 

1921-22 


17 1 

25*7 

13 4 

IS 4 

1922-23 

... 

17*8 

27*6 

... 

... 

1923-24 

... 

18 l 

28*5 

... 

.. 

1924 25 

22*6 

17*7 

211 

168 

181 

1925-26 

22*4 

176 

27 0 

17*1 

19*1 

1926-27 

24*2 

17 8 

28‘8 

16 4 

20*2 


The figures for municipal schools are no doubt comparatively 
very high. They appear still higher when it is recalled that their 
average strength is more than two and a half times as much as 
in the case of the district boards. This fact is no doubt largely 
accounted for by the preponderance* of the multiple-teacher schools 
among them. 

Taking all these schools together, it should be clear that the 
voluntary system has proved very expensive to the public and is 
not now capable of any further useful extension. The conclusion 
will appear still clearer when it is remembered that the programme 
of the Ohandavarkar Committee was framed on the assumption that 
the initial cost per pupil including charges of inspection would 
be 20 rupees only and would ultimately fall to 15 rupees when the 
programme reached its completion. Besides, it should not be 
forgotten that the foregoing figures are what they are, only 
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because the quality and real achievement of primary education has 
been consistently sacrificed to the false and spurious economy of 
the one-teacher school. This intolerable expensiveness of the 
voluntary system would appear still more glaring* if the schools 
could be arranged for the purpose of comparing the per head costs 
on the basis of their number of pupils. 

A double-shift, system has been tried in several places as a 
means to the economy of staff and building accommodation. The 
experiment was in progress towards the end of 1927 in 93 aided 
primary schools and one Government and 11 aided secondary schools. 
But it is now generally recognised that the experiment has failed 
totally—as, indeed, it deserved to fail. Some parents—belonging 
presumably to the high strata of society,—wish to have their child- 
len away from home as long as possible and also feel that they do 
not receive adequate instruction. The teachers also are not generally 
equal to the more intense effort required—and indeed clamour very 
naturally for additional remuneration. On the whole, the inferior 
teaching which ensues from this not very commendable spirit of 
economy makes the extension of this system altogether undesirable. 

A feature of our present expenditure on primary education 
is the comparatively very high contributions from provincial funds 
towards the spread of literacy in the towns. This distribution is 
palpably unfair since the larger part of the provincial revenues is 
subscribed by -the agricultural country-side. The evil is all the 
greater because the towns are generally the strongholds of the 
higher literate castes. The rigidity and deep-seated prejudices 
of the castes act as a most effective barrier against the filtration 
of the advantage of literacy on to the rural community. 

In our present circumstances, it would be more statesmanlike 
to concentrate on selected districts in the province instead of frit¬ 
tering away our limited funds in extending this futile and waste¬ 
ful kind of voluntary system. The colossal failure of it has al¬ 
ready been demonstrated all over India by the amazing fact that 
despite all our statistics of progress and growth of expenditure the 
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Census of 1921 records the melancholy fact that there has been 
no change in effective literacy during the decade previous. The 
adoption of the more rational plan proposed would no doubt excite 
some ill-informed and heedless jealousy in the districts left out. 

‘ But this could be effectively counteracted if the first instalment of 
compulsory education were so arranged as to include one district at 
least from each of the four divisions. The other districts must 
for the present satisfy themselves with such resources as the 
Government can place at their disposal after meeting its liabilities 
towards the selected districts. 

The following table shows the average annual fees per pupil, 
which are always high in Government and Municipal schools and 
comparatively very low in the aided and unaided schools. 
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It will be noted that it is no part of our present educational 
policy to raise anything like a tangible revenue from primary 
school-fees. Less than 4 per cent of the total expenditure has 
been met out of fees. In Government and Local Board schools, 
it is an established principle that no child should be barred out 
because of inability to pay fees. The children of cess-payers are 
admitted at reduced rates—a concession which has been said to be 
widely abused in certain parts of the province, notably Guzerat. 
The number of municipalities which have made education free has 
increased from 33 in 1922-23 to 43 in 1924-25, and 49 in 1925-26 
(the total number of municipalities in the province being 156 in 
the first-mentioned year and 159 in the last-named). 

Th& housing of primary schools has created not a few diffi- 
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culties. The figures adduced below present a picture of the posi¬ 
tion of the district boards on this point. 


1921-22 1922-23 1923 24 1924-25 1925-26 1926-27 


Own buildings 

29.5 

29.6 


29.4 

28 

... 

Partly own & partly rented 

4.2 

4.2 


4.2 

4.6 

... 

Bented 

17.9 

18.0 


17.7 

14.5 

... 

Bent-free 

48.4 

48.1 


48.7 

52.9 

.. 

* 

* 


* 

* 



New buildings . , 

21 

23 

20 

24 

16 

11 

Buildings under construction 

36 

42 

24 

13 

17 

30 

Buildings extended 

23 

25 

10 

9 

7 

24 


The predominance of rent-free buildings like cbawadies, 
temples, dharmasalas, etc., is clear. The progress of primary 
education seems to depend more and more on this source for 
housing. But it is not difficult to realise that the construction 
of new buildings on a considerable scale cannot be postponed in¬ 
definitely. Till 1925-20, the rules in this connection required the 
intervention of the Public .Works Department and its cost used 
to work out at the amazingly large figure of 90-100 rupees. But 
apart from the efforts of the people themselves, it has been de¬ 
monstrated again and again that buildings of the required 
quality but on different plans could be eiected at a per head cost 
not exceeding 40 to 50 rupees. The rules regarding reference to 
or sanction of the Public Works Department have been consider¬ 
ably relaxed in the case of structures which are estimated to cost 
Rs. 5,000 or Rs. 10,000. Apart from the refusal of the Govern¬ 
ment to subscribe its share of Rs. 40 per pupil, fhere is no reason 
why the building of school-premises by the local boards should 
not proceed apace. 

Educational Services and Finance. 

By far the larger part of our expenditure on edu¬ 
cation is accounted for naturally by the salaries of 
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teachers. It is obvious that their number in the branch 
of primary education must always be very large. We have in¬ 
deed pointed out that this number is at present relatively very 
inadequate and that this inadequacy is producing very disastrous 
consequences on the quality of instruction imparted. The follow¬ 
ing additional figures bearing on this topic well deserve very 
close attention. 

Percentage (boys* Percentage 


No. 

Total teachers, 
of schools (000s) 8078 ’ and Girls’ 

schools 

SCHOOLS) 

Trained 

Untrained 

OP ONE- 
TKACHER 
SCHOOLS. 
(District 
Board 
schools) 

1921-22 

... 12.62 


54-2 

45.8 


19*2-23 

... 12.40 

29,510 

70-8 

29.2 


1923 24 

... 12.55 


61.1 

390 


1924-25 

... 12.89 

30.651 

62 3 

37-7 

52 

1925-2ft 

... 13.44 

32,976 

60.2 

39-8 

49 

1926-27 


34,611 

59.1 

40.9 

55.9 

It 

will be noticed that 

there are 

about 2*5 

teachers on the 


average to each school which may consist of from five to eight 
(‘lasses including the infant class. The number of teachers will thus 
require a material augmentation—to the point of doubling, almost 
—before we can expect a reasonable standard of efficiency in our 
primary school-teaching. Yet, in spite of this obvious fact, it 
is very surprising to find the inadequate number of teachers made 
into an argument for refusing to consider the claims of justice 
in regard to their salaries. 

Apart from their number, the proportion of trained and un¬ 
trained hands among them is another important factor determin¬ 
ing the size of the expenditure. According to the existing rules, 
at least half the number of teachers must be trained ones; as a 
matter of practice this proportion has always been exceeded. No 
one who has any adequate and well-informed ideas on the res¬ 
ponsibilities of the teacher will for a moment think of this propoi- 
tion as anything else than the minimum one. Yet, there is much 
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ground to fear that in the onrush of an ignorant and an illiterate 
democracy, this aspect of the question will be ignored to a very 
dangerous extent. The attitude of the average member of our 
local bodies is not materially different from the attitude in regard 
to servants of certain families which Marshall has described in 
this manner. “ The company in which the children of some of 
our best families spend much of their time is less ennobling than 
that of our average cottage . . . Yet in these very houses, no ser¬ 
vant who is not very specially qualified, is allowed to take charge 
of a young retriever or a young horse/’ From this view-point 
the efforts which are being made at present to reduce the propor¬ 
tion of trained teachers to the prescribed minimum seem to us 
of very doubtful wisdom. 

The following table presents the relevant statistics regarding 
the scales of pay of primary teachers. 


Initial pay 
1916-17 s 

Stttkye-Faranjpye. 

Sanctioned 

scale 

1921-22 

Revised Scale 28-24 
and Sanctioned-*26* 

Unqualified ... 9 

20 

20 

20 

Qualified ... 9 

26-1/2-80 

25 

25-1/5-30 

1 st year-trained 12 

30-1/J-60 

30 7 

30-1/3-36-1/2-40 

2 nd year-trained 15 

36-li/1-66 

35-40 1 

35-1/2-45-1-60 

3rd year-trained 20^ 
25/ 

40-2/1-80 

40-60 7 

40-2/3-50-1-60 


It may be added here that by usage and tradition, the pri¬ 
mary school teachers may receive some additional emoluments 
from other quarters. He sometimes acts as the branch-post- 
master and in that capacity receives from six to ten rupees. Some¬ 
times, he is responsible for the work of sanitation and birth regis¬ 
tration and receives for it one or two rupees more. Occasionally 
he is the secretary to the local co-operative society and draws as 
such five rupees. But obviously, these uncertain perquisites can¬ 
not with propriety or justice be taken into consideration in 
framing regular scales of pay. 

$ Excluding selection grade. 7 Plus allowance to headmasters and first personal 
assistants based on attendance. 
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It will be noticed that so far as the initial salaries are concern¬ 
ed, the proposals of the Kathy e-Paranjpye scheme have been al¬ 
ready given effect to. These initial salaries were accepted by the 
teachers also as a tardy but on the whole tolerable compromise. 

The rejection of the maxima proposed in that scheme lias 
become, however, a cause of grave discontent among these most 
useful but unobtrusive class of public servants. The immediate 
excuse for this step seems to have been furnished by the conti¬ 
nuous financial stringency of this province rather than any con¬ 
siderations of justice and statesmanship. Dr. Paranjpye, who 
was the joint author of this scheme and also the first Education 
Minister of this province, himself took the initiative in throwing 
overboard the proposals in the Government Press-note of 3rd 
Decomber, 11/23. 

Strange to say, the whole question was still under con¬ 
sideration in July last. During the interval, various 
scales have been examined and disposed ot in the usual manner. 
Most of the schools have in the meanwhile been transferred to the 
local authorities so that any scales which may be evolved here¬ 
after, will apply to those teac hers only who were in Government 
service at the time of the transfer. Hut since, by the Act of 1 S/23, 
Government are empowered to fix maxima and minima, for all 
teachers in the employment of the local authorities, the question 
may well leceive some further attention here. 

It must be stated here at the outset that the scales of pay 
under consideration were revised in the pre-reform days, time and 
again, in 1885, 1891, 1901 and again in 1919. But except in 1919, 
when it was raised to Its. 75 on account no doubt of the pressure 
of war and post-war conditions, the maximum has strangely re¬ 
mained unrevised at Rs. 60. This omission appears rather extra¬ 
ordinary since it is a well-understood principle that the future 
prospects of a post contribute much more to the present standard 
of efficiency than the initial salary, however reasonable, which is 
attached to it. 
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It is true that mere literacy has ceased to receive that notice 
and that deference which were once its own during the greater 
part of the 14)th century. This is another instance, although 
in a different form, of a happening which is very common in the 
industrial history of nations. Many kinds of labour have in the 
past been regarded as skilled when the supply of such labour was 
limited in quantity. But when the same skill has become in the 
course of time the possession of the many, it has quickly ceased 
to be regarded as such and sometimes has even been relegated 
to the rank of unskilled labour. It is natural that the same fate 
should have fallen to the lot of mere literacy and perhaps equally 
natural that the change of attitude should have been extended to 
the impaxters of literacy as well. This appears to be the whole 
truth that is intended to be conveyed when attempts are made 
to defend low scales of pay by an appeal to the principles of 
demand and supply. 

But the analogy sought to be established between the lower 
grades of industrial labour which abound in the economic markets 
and the services of the teacher does not state more than a half- 
truth. And like many other half-truths, this particular one is 
more dangerous than an entire falsehood. It overlooks the im¬ 
portant principle that even more than academic qualifications, the 
possession of certain moral qualities is what makes an effective 
and real teacher. His ordinary work from day to day is carried 
on for the most part under the watch and ward of his own con¬ 
science and from his interest in the rising generation. The fruit¬ 
fulness of what work he actually does depends in a large measure 
not on his intellect and acquirements but his moral personality— 
an element which rapidly increases in importance as we descend 
from the teaching of the grown-up to the teaching of the very 
young. Now it is obvious that this conscientiousness and this per¬ 
sonality cannot germinate or develop in an atmosphere saturated 
with anxieties and discontent as regards the material prospects of 
life* This is not to deny that the exceptional teacher of genius 
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will always be available in the service of the noble cause of edu¬ 
cation, however unpromising the material prospects of life. But 
to make the exceptional teacher the basis of the policy for the 
rank and file of the huge educational army is to display a lack 
of grip and understanding of the practical problems of life which 
ought never to receive any countenance in really earnest and 
responsible minds. 

There is indeed already a tendency for the educational services 
to become a veritable cave of adullani for all those who have 
despaired of any achievement elsewhere and who are therefore in 
need of shelter from their distress. The best talents of the com¬ 
munity—so far as the higher educational services are concerned— 
are flowing continuously into the corresponding but relatively 
much better paid executive and other services. As the first Edu¬ 
cation Minister, Dr. Paranjpye said in a debate on the question: 

“ I may point out that in some of the communities which 
find other openings you do not find men coming forward at all 
to accept posts in the Education Department—they would not 
even look at these posts in the Education Department because they 
feel that they can make more money in other walks of life. ,, 
(4th March, 1922—Debate on the Salaries of Headmasters.) 

This is in a large measure the real explanation of the paradox 
that a substantial part of the best scholarship and academic per¬ 
formance in this country is to be found more often outside our 
universities and institutions than inside them. The creation of 
noble traditions and a more congenial atmosphere, the rise of a 
genuinely interested and appreciative public, the association of 
honorary responsibilities and administrative precedence, a radical 
transformation in the ends and methods of teaching, may remedy 
this lack of talents and intellectual barrenness to a good extent. 
Brut they are not likely to be adequate to cure the more permanent 
evil of the side-tracking of real talents and aptitudes. 

Far more disastrous are the consequences of this sadly mis- 
applied parsimony upon the lower ranks of teachers. The posts 
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in the high schools and middle schools—particularly in those which 
are privately managed—are almost always regarded as convenient 
stepping-stones or lucrative interludes to professions like law, 
business, etc. A large number of those who continue very 
unwillingly in ihe service are hlways tempted to regard 
it as the prime but by no means the only one means 
of livelihood. And when we descend down to the pri¬ 
mary teacheis this consciousness of the relative importance of 
the profession even is found submerged under the hard practical 
demands of physical existence. 

As was pointed out by one well-informed Member of the 
legislative Council— 

“ One teacher belonging to the barber caste rose to address 
the Conference (West Khandesh, 1923) and said that he repented 
that he became a teacher .... The speaker said that 
if he had stuck to his father’s profession he W'ould have 
been very much better off than he was as a teacher.” 

And again, 

” They have taken to tailoring, carpentry, private tuitions 
and so on, and in one instance which it is impossible I should 
forget, I met a primary teacher who at night worked in a factory 
in order to earn 12 annas.” 

Said Dr. Paranjpye, the first Education Minister:— 

” I know' a large number of teachers doing the work of cooks 
or servers at big feasts to make a little money by this means.” 
(17th March, 1924.) 

It is no doubt a regrettable mentality w'hioh leads many a 
primary teacher to compare very frequently his owm lot w T ith the 
undoubtedly better lot of the talati* or clerks in the Collectors' 
and Mamlatdars* offices. It may be admitted that the disposition 
which leads them to avail themselves of any and every supple¬ 
mentary occupation in this land of arbitrary status and capri¬ 
cious human values, falls grievously short of the best ideals of 
the profession. But after all is said in censure of their short- 
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comings, it should not be forgotten that they are very largely the 
human victims of circumstances not of their creation. 

Government obligations under the Primary Education Act 
have sometimes been pleaded as a justification of this policy of 
depressing the educational services. But this argument seems to 
us the outcome of a regrettable mentality which takes no account 
of the supreme end of the State which was epitomised by Plato 
as f justice/ Heavy financial obligations may be cited as' a 
legitimate plea for increasing the tax-burdens of those who can 
well afford to bear them. But to adopt a surreptitious policy of 
making the educational services themselves pay for education and 
to call upon the primary teachers ot all persons to contribute and 
contribute heavily towaids these burdens seems to us the very 
negation of justice if not the perpetration of a grievous atrocity. 

The problem is of the most urgent and vital importance not 
only for the immediate present but for the* future as well. Led 
as they aie at present, the local authorities bid fair to put to 
shame the Government even in their zeal for parsimony. One 
and all, they seem to be seized with a most ill-informed and short- 
visioned hostility to the dec ent remuneration of the teacher which 
may well reduce primary education to a mockery. This zeal for 
economy has been arrested only in those places in which the 
primary teachers have realised their political power and have 
organized themselves to force their views on the members of the 
local bodies. This is an important issue in regard to which the 
Government would be entirely justified in using their powers 
under the Act of 1922 to the utmost extent. 

The whole problem was well described by a recent competent 
Committee appointed by the Prime Minister in England: 

“ It is not merely an improvement in the! salaries that is need¬ 
ed* but a revolution in the attitude of the public towards them. 
Exceptional teachers will always join the profession for the love 
of the work it offers and the opportunity it presents of fulfilling 
themselves. These must be a minority; invaluable it is true, but 
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not to be reckoned with as part of the normal supply* We have 
spoken of a revolution. . . The new basis for the calculation of 
salaries must be what the men and women of intelligence, edu¬ 
cation and vigour might gain in any other profession. There are 
no doubt compensations in the life of the teacher, e.g., longer 
holidays; but there are counteracting disadvantages. Whilst the 
term lasts the work is peculiarly exacting. The salary-earning 
life is shorter. In no profession is it more important that the 
members should have reasonable opportunities of foreign travel 
and wherewithal to purchase books; but foreign travels and the 
purchase of books impose a heavy tax on scanty incomes/* 

Attitude of the Council. 

The local Council has on the whole interested itself 
continuously in the spread of education. It is difficult, 
however, to characterise this interest in general terms. 
The following observations may perhaps be thought by an impar¬ 
tial critic as not very far from the truth. They are based upon a 
careful perusal of the following debates which took place in the 
Council: The Pay of Primary School Teachers, 17th March, 1924; 
Education Grants, March, 1925; Education Grants, 3rd and 4th 
March, which debate assumed the form of an exhaustive inquest 
of the second Education Minister; the University Bill, July and 
August, 1927. 

Communal aspirations have the place of honour in almost all 
debates. The Muslim and the non-Brahman sections of the Coun¬ 
cil are gravely dissatisfied with the general backwardness of their 
communities and are insistingly clamouring for greater encourage¬ 
ment by direct measures like scholarships, etc., and for an ade¬ 
quate representation in the educational services. Their claims are 
admitted in general terms by the other sections of tbe Council 
but these admissions are apt to lack genuineness. Vested interests 
find a convenient shelter in appeals to ignore communal considered 
tions in political and governmental policies, but more often than 
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not there is behind these appeals u lurking desire to perpetuate 
the status quo. 

Apart from these communal voices, the Council as a whole 
is apt to lay the greatest stress on the mere quantitative aspects 
of education. iWith the exception of one member who is there 
only because Government have nominated him to speak for the 
depressed classes, it is difficult to single out one member who has 
made it his concern to inquire into the quality of education. The 
personal interest of a cultured member may occasionally raise a 
debate on the place of free-hand drawing in education. Patriotic 
considerations may lead some members to advocate measures like 
Elementary Military Drill (November, 19-25). But the higher alti¬ 
tudes of educational thought and even prudence seem rather beyond 
the ken of our Councillors. A member of the second Council was 
no doubt epitomising the wisdom of his tribe when he roundly 
declared—“ I say that as far as primary education is concerned, 
the question of quality does not arise; it is only a question of 
numbers.” 

It is little wonder if such an outlook should lead to the enun¬ 
ciation of extremely narrow principles in determining the con¬ 
crete details of policy. The debates on the salaries of primary 
teacheis have been particularly illuminating on this point. Every 
member seems anxious not to lose his reputation as the watch-dog 
of economy and retrenchment. That low quality or ill-equipped 
schools may ultimately prove terribly expensive to the community 
■would be a thought unworthy of the practically-minded representa¬ 
tives of our democracy. Buy education in the cheapest market 
but buy it in as large quantities as possible ... so runs the con¬ 
stant exhortation of our Councils to their Ministers. 

There is one accusation, however, from which our democracy 
of the Legislative Council may well claim immunity. Every 
member declares himself always willing to vote for any additional 
expenditure or taxation which may be necessary for the spread 
of education. But no minister has yet proved himself so bold 
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as to embark on this Herculean labour. The Education &om* 
mittee, the Prohibition Committee, and even the Finance Depart¬ 
ment have indicated and foirned estimates of the available new 
sources of revenue. The tendency, however, is to throw the onus 
of even initiating the required proposals upon the members of 
the Council themselves. The triennial ordeal of facing the rude 
democracy outside probably deters the councillors from pushing 
their enthusiasm indiscreetly too far. 

The actual achievements of the three Councils and the three 
Education Ministers till July, 1927, compare as follows: 

New Primary Schools 



Dr. Paranjpye 

M. B. y. 
Jadhav 

D. B. W. 
I), Desai 

Bombay Division 

.... 

5 

.. * 

Central ,, 

Northern ,, 

... 28 

791 

7 

Southern ,, 

... 13 

235 

, . . 

Sind „ 

... 74 

79 

1U 

Grand Total 

... 115 

1,110 

23 



THE COTTON MILL INDUSTRY OF THE 
MADRAS PRESIDENCY 

BY 

N. G. Ranga, 

l J achaiyappa’$ College , Madras . 

People who try to demonstrate the industrial progress of 
India always indicate the so-called exceptional progress made in 
the cotton mill industry to prove their thesis. Such people pay 
little attention to the relative progress made by other countries. 
The table at the end shows that instead of making any such 
exceptional progress, the Indian cotton industry has, in fact, been 
lagging behind in its advance while other countries have been, 
witnessing greater progress. 

We see from it that in the first period Italy made the biggest 
progress and Japan followed her. China occupied the third place, 
and India conies last but one, the last one being Great Britain. 
In the second period China comes first, and Japan second, France 
third and T7.S.A. fourth, while India comes sixth out of the eight 
countries taken. The spindles in India increased between 1920— 
22, by 0*30 per cent as against a corresponding increase of 
309 per cent in Japan and the corresponding figures for India and 
China between 1920—23 are 18*5 per cent and 67 per cent res¬ 
pectively. It is evident that the two chief competitors of India 
(Japan and China) have made phenomenal progress compared to 
which India's progress is very insignificant. 

Though the spindles in Great Britain have not increased to 
the same extent, there is less danger, because Lancashire industry 
mostly deals in fine yarn and high counts when, to make a certain 
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amount of progress in cotton industry, fewer spindles are needed 
than would be necessary for producing yarn of lower counts. 
But no such explanation can be given as regards India, land 
though some 1 progress has boon made in the last decade in pro¬ 
ducing yarn of higher counts, it is quite probable that as much 
progress was made in Japan and China. China has been for a 
long time the chief foreign customer of Indian mills, and Indian 
twist and cloths have long found a ready market in that country. 
Now Japan is competing very seriously with India in China and 
the Chinese industry itself has been making great progress. Be¬ 
fore long India and* Japan have to search more profitable and 
responsive markets than China. It is more depressing to find that 
India has been losing her ground in the Chinese market mole 
rapidly than Japan. If the relative positions of these countries 
in their progress are to stand like this, the Japanese yarn will 
come to occupy in the not distant future a prominent place if 
not in the Bombay market, at least in the Madras market, which 
is not sufficiently supplied by the local mill industry. 


Madras and Bombay Cotton Industries. 

A comparison of the relative progress of the cotton mill 
industry made in these two presidencies shows that (1) there are 
more mills established in the same period in the Bombay Pro¬ 
vince than in the Madras Presidency; (2) there is considerably 
more capital invested both in the aggregate and per mill in the 
former than in the latter; (3) more capital has been coming into 
this industry in the Bombay Presidency than in Madras. 

During the 50 years between 1870 and 1920 there were es¬ 
tablished 188 cotton mills in the Bombay Presidency as against 
22 in the Madras Presidency. There were started ten mills in 
1896, 15 in 1905, 9 in 1913, and 42 during 1919 and 1920 in the 
Bombay Presidency. During 1920 alone 23 mills were started 
in Bombay~*-a number which is more than that of all the mills. 
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in the Madras Presidency. The Bombay cotton mill industry has 
taken full advantage of the four boom periods. 

The total paid-up capital of the Bombay mills was Its. 265, 
489,067 in 1921 and that of the Madras cotton mill industry was only 
Its. 22,008,496. The average paid-up capital of a Bombay mill 
was Rs. 1,359,000 and that of a Madras mill was Rs. 1,100,000. 
Again the biggest mill in the Bombay Presidency has a paid-up 
capital of Its. 49,000,000 as against Rs. 11,000,000 of the corres¬ 
ponding mill of Madras. "While we have in Madras Presidency 
only five mills with a paid-up capital of a million and a little more, 
there are as many as (>0 mills which have as much paid-up capital 
in the Bombay Presidency. There was invested as much as 
Its. 5,110,000 every year in the Bombay Province, while the 
corresponding figure for Madras is only Rs. 440,000, 


The Progress of the Madras Cotton Mill Industry, 


The Name of ilio Mill. 

Who floated the Company. 

| Whon 
| started. 

MarfraB Mills 

Bombay capitalists 

1873 

Choolai Mill 

... 

• •• 

Buckingham Mill of Pemrnbore 

Partly Indian and English 

1876 

i 

Carnatic Mill of Perambore ... 

H 11 l» 

1881 

Medum Seshanna Mill of Bellary 

Local merchants 

1883 

Calicut Mill 


1888 

Tinnevelly Mill of Ambasamu- 
drarn. 

English capitalists 

1884 

The Coimbatore Mill 

« ti 

1888 

Tuticorin Mill 


1889 

Madura Mill 

ii ii ••• 

1892 

South India Industrials 

Indian merchants ... 

1894 

Kaleeswarar Mill ... 

ii ii 

1906 

Coimbatore Mall MiU 

ii ii 

1908 

Lakehmi Mill 

ii ii 

1910 
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The Name of fche Mill. 

Who floated the Company. 

When 

started. 

Madura Sourashfcra Sri ram Mill 

Indian Merchants 

1920 

Calicut Hosiery Mill 

M 1* *•* 

1921 

Salem Industrials ... 

»» « •** "* 

1921 

Kantimati Mill ' ... 

j. n ••• 

1929 

Sri Kaoga Vilas Mill 


1922 

Nalathinputhur Mill 

U *** 

1922 

Bczwada Mill 

n n •* 

1922 

Hadhakrisbna Mill of Coimba¬ 
tore. 

n »i ’•* 

1929 


The two mills in Perambore were amalgamated and were 
registered as Buckingham and Carnatic Mill Company in 1920. 
The Bellary Mill failed long ago. The Salem and Calicut Mills 
and a few others are only hosiery mills. 

Thus in 50 years there were only 22 cotton mills started, or 
about one mill for every two years. 


No. of 
1881 

1891 

1901 

1907 ' 

1908-09 

1909-10 


1918-19 

1919-20 

Mills 8 

8 

11 

11 

11 

12 


13 

15 

C-- . ! 

Looms (l 

556 

1,785 

1,748 

1962 

2,02? 

2,670 

2,710 

2,727 

Spindles 

—48,000 

178,000 

288,000 

308,000 

819,000 

339,500 

404,928 

• 

404,012 

423,232 

Hand s 
employ¬ 
ed—1,400 

6,900 

12,000 

16,740 

18,030 

18,800 

22,859 

. 

23,338 

24,110 


There is a recovery again between 1910 and 1920. 


The total yarn consumed in the presidency in 1920-21 was 
66,401,000 lbs., and two-thirds of this was manufactured in the 
presidency; while one-third was imported. But out of these 
imports, one-fourth was from foreign countries, while the rest 


1 Madras Census Report, 1921, p. 195, 
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was imported from other parts of India. It is very difficult indeed 
to estimate how much of this cotton yarn brought from other 
parts was imported into that part of the country from foreign 
countries. But there is no doubt that a portion of it was of 
foreign origin. 

»The early history of Japanese cotton industry, as far as 
spinning is concerned, shows an entirely different record. A 
foreign writer, writing on Japan, observed that “ the Japanese 
were declared to be without organising capacity, incapable) of 
sustained energy, and generally unfitted for factory work.” 2 
Nevertheless the progress of this industry has been really mar¬ 
vellous. The feudal chief of Satuma started a mill with 5,0(X) 
spindles in 1862. During the two following decades there were 
only one or two factories established for spinning cotton yarns; 
but between the years 1881 and 1885 however, the period during 
which private enterprises in Japan finally started upon a career 
of independent activity, no less than twenty-one cotton spinning 
factories with 02,000 spindles began operations. 

By 1900, i.e., in a period of 38 years, the number of mills 
had increased to 79 with a total paid-up capital of 30,000,000 Yen, 
and the number of spindles also increased to 1,088,000 with an 
output of 201,(XX),000 Kin. A Japanese writer wrote in 1904 that 
“ considerably over $ of the product remain in the country and 
the importations of foreign yarns have thus been checked.” 3 Thus 
we see that the Japanese had in 1900 more than 2| times as many 
spindles as Madras Presidency has to-day after a history of half 
a century. 

Causes for this slow progress. 

Sir A. Ohatterton wrote in the Census Report of 1911: “ The 
conditions in Madras are probably less favourable than in any 

2 Quoted in the 4 Foreign Commerce of Japan,’ 

3 4 Foreign Commerce of Japan.’ 
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other part of India, for the creation of an industrial system on 
modern lines. Not only are its natural resources limited to agri¬ 
cultural products, but also there is no concentration either of in¬ 
dustry or population in local centres which would create favour¬ 
able conditions for the disposal of local manufacture. The most 
important deficiency is coal, of which only a few tons have been 
mined in the Godavari District, elsewhere none has been dis^ 
covered. Most of the coal consumed in the presidency comes 
from Bengal either by rail or sea. The Singareni Coalfields are 
much more favourably situated to this presidency, but most of 
the coal mined there is exported to Hyderabad and further towards 
the west.” 4 For mills situated near Bcjswada, it is evidently more 
profitable to import this coal than the Bengal coal. It is for this 
reason in paitieular that the new mill at Seethanagara-m, Besswada, 
is established. But it should be admitted that coal of any kind 
is expensive; and internal combustion engines whether using oil 
or gas, though more economical and coming more into general 
use in this presidency, are not suitable for cotton mills which 
need very large units of power. The only fuel resources the 
presidency can supply are in 'the form of wood and it is anticipat¬ 
ed by experts on the subject that the Madras Presidency forests 
can probably be made to yield about ten times as much fuel as 
they now do. And gas can be produced from this wood and 
with the gas so generated, big plants can more easily be run. 

As Ohatterton 6 says, very little use is made of water-power. 
Except for the two cotton mills at Ambasamudram Falls in the 
Tinnevelly District, no important attempt has been made to con¬ 
struct cotton mills by the water falls in the presidency. Anyhow, 
till now power of any kind is dearly bought and fuel is very 
scarce in the presidency and the slackness in the progress of the 
mill industry of the presidency is more than a little due to this 

4 Madras Census Report, pp. 197, 217. 

« 5 Md., pp, 197—217. 
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great drawback. On the other hand, coal is abundant and cheap 
in Japan. 

It is also largely true to say that there is no adequate concen¬ 
tration either of industry or population in local centres. For 
the whole of the Ceded Districts and the Northern Gircars we 
have only two mills, one in Pandalapaka in the Godavari District 0 
and another at Seethanagaram, near Bezwada, 7 the iormer being 
more than 75 miles away from the latter. In the whole of the 
Tinnevelly District, which produces the best cotton of the Madras 
Presidency, there are only three mills and even these are not 
in one place but scattered in three places—Tuticorin, Koilpatti 
and Ambasamudram. Thete are only two mills in the South 
Cunara and North Malabar but both of them—one hosiery mill and 
the other the Malabai Spinning and Weaving Company—are situat¬ 
ed in Calicut. 

On the other hand, there are three mills in Madras, the 
Buckingham Mill, the Carnatic Mill, and the Ohoolai Mill belong¬ 
ing to the Mohidean Pichai Saih Co., and they all help to create 
some sort of a market, both for labour and for yarn and cloth. 
So also is the Coimbatore market, where we have the Coimbatore 
Spinning and Weaving Co., Mall Mills Co., Kaloeswarar Mills, 
Sri ltanga Vilas Ginning and Spinning* and Weaving Mills and 
Itadhakrishna Spinning and Weaving Mill. As Coimbatore is a 
small city aud as its industries, other than that of cotton, are of 
negligible importance, the five cotton mills hold a very important 
place in the city, and we can say that there is made a veritable 
cotton yarn and cloth market with all the special advantages that 
result from it. Then comes the ancient city of Madura, where 
we have the biggest spinning mill in the presidency, i.e., Harvey 
Mills, in addition to the two Indian mills. Madura is well-known for 
its great weaving and dyeing industries, and the local hand-loom 


4 This has been converted a year ago into a hosiery mill. 
7 This went into temporary liquidation in March, 1929. 
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weaving: industry itself consumes most of the yarn manufaetwed 
in these mills. The Harvey Spinning and Weaving Mill, and 
the Pandya and Sotirastra Mills are able to create with the help of 
the local dyeing and hand-loom weaving, an industrial atmosphere, 
with its accompanying blessings of internal and external economics, 
Thus, though we have three fairly well-organised centres— 
Madras, Coimbatore, and Madura,—we cannot, as yet, claim to 
possess an industrial centre, to rival either Ahmedabad or Shola- 
pur, not to speak of Bombay. 

Slowly the concentration of a few mills in the above centres 
is producing its salutary effects. It was due to the enormous 
profits made by the Carnatic and Buckingham Mills that the 
promoters of the Madras United Spinning and Weaving Mill 
Company planned their * Willingdon Mill ’—a project which has 
not yet materialised. The prosperity of the Madura Mill created 
favourable conditions for industrialists to float the Sri Ram Mills 
Company, and for the managers of the Madura Mill to add a 
weaving department. The high dividends realised by the three 
Coimbatore mills created exceptional confidence among the public 
in the profitable character* of cotton mills, and this chance was 
cleverly and opportunely utilised by the Kamma capitalists of the 
neighbourhood, who started the two Pellemedu mills. 

Sir Alfred Chatterton wrote in 1911 that “ there can be a 
vigorous ami healthy industrial life when it is carried on by the 
people themselves, that is, they must supply the capital, take 
risks, enjoy the profits, bear the losses, and above all undertake 
the management, and control of the many branches into which it 
is divided.” 8 But unfortunately most of the early experiments 
made in the Madras Presidency were conducted by foreigners, g rid 
the experience they, gained was not fully available to the Indians. 

The Buckingham and Carnatic Mills have been managed by 
Messrs. Binny & Co. The Madura Mill and Tinnevelly Mill and 


«Industrial Evolution of India by Cbattertou, Sir Alfred, pp. 6-7. 
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the Coral Mill of;, Tuticorin are all managed by Messrs. A. & F. 
Harvey. The Coimbatore Mall Mill was originally managed by 
Indians, but they failed to run it properly and so this and the 
Coimbatore Spinning and Weaving Mill came to be managed by 
Messrs. Stanes & Co. All these companies are in the hands of 
the Europeans; all the old and important mills were with one ex¬ 
ception started and run by Europeans; mostly with European 
capital, skill, and enterprise. All the Indian mills were establish¬ 
ed after Indians learnt something about the profits to be made, 
the way to organise the mills and the kind of machines to use. 
It should also be admitted that the Indian millowners were able 
to get most of their first managers from the Indian or English 
staffs of the European-managed mills, and they were able to learn 
what wages to pay to different grades of labour. Till 1900, ij.e., 
for nearly 30 years after the first mill was established in the 
presidency, Indian enterprise did not venture into this industry. 
But in the last 19 years as many as 11 mills were established as 
against one European-managed mill. These figures show clearly 
how badly the public was handicapped by lack of experience in 
industrial pursuits and how it has gradually learnt from the 
European-managed mills. While Europeans started only 7 mills 
in 30 years, Indians established 11 mills in 19 years, though the 
European-managed mills have the greater number of spindles. 
The wages paid to Indian labour were very low, and the hours 
of work longer until 1921, as was the case in Japan, and there 
has not been since then much improvement in this respect. The 
Factory Act of 1922 reduces the maximum hours of working to 
11 in -any one day, and 00 in any week. Just as the Japanese 
industry was handicapped by the scarcity of skilled labour, so 
also, the Madras industry is greatly at a disadvantage in this 
respect. Though Indian workers cannot compete successfully 
with Japanese workers in ‘ deftness and delicacy ’ of touch, they 
can soon pick up their work, and so for ordinary skilled work it 
only a matter of a few weeks to train up artisans. 


,**. 7* 
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The scarcity of managers with good training and the quick* 
ness of perception and ability to organise and lead people is ja 
great drawback for the Madras cotton industry. It is only ra&r 
people who never had much experience of running mills, that 
venture into these mills, and invariably they turn out to be bad 
businessmen. They seek the easiest way of throwing all the 
responsibility upon others, hoping meanwhile to make decent profit 
through the commission they get either on production or on sales. 
They appoint managers, who are acquainted with the technique 
of the machinery used, and the organisation of labour, but because 
they do not understand the mechanism of organising and running 
a mill, they never allow these managers any discretion, but inter¬ 
fere in everything, and the whole thing ends in a mess. Many 
mills failed because of this defect, and no wonder many people 
distrust joint-stock companies. Such defects are responsible for 
the first failures, such as the Sri Chidambara Vinayakar Mill of 
Koilpatti. 

Caste is largely responsible for the lack of enterprise among 
the people in the South. The Vanians and Vellalans in the South 
and Yaisyas in the North .monopolised the retail trade of the 
country for a long time past, and the ryots were left without any 
idea of business. The Yaisyas are a peculiar sort of people; their 
chief maxim in business is that it does not pay to be honest. 
Many a time a Vaisya has deceived his feliow-Vaisya or a T?amnia 
or Reddi who was associated with him in commission business of 
the chief markets of the Circars. So Vaisyas cannot win the con¬ 
fidence of the public. Nowadays there is a tendency among the 
richer ryots to risk their money in many enterprises such as rice 
mills, ginneries, and tile factories. Eammas, the wealthiest com¬ 
munity in the Guntur, Krishna, Godavari and Coimbatore dis¬ 
tricts, are venturing into all kinds of businesses. Some of than 
have begun to take an interest in the cotton mill industry, and 
there are already four mills in their, hands. Another tendency is 
for the Nattukottai Ohetties, who are the richest and most enter- 
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prising merchants of the South, to take an interest in this indus¬ 
try. The Kaleeswarar Mill is managed by one of them. Never¬ 
theless the fact that the Vaisyas and Yanians, the hereditary 
business castes, have not taken any interest in this industry, has 
militated against its progress. 

The capital invested in every one of the European-managed 
mills is greater than that of an Indian mill, and consequently al¬ 
most every European-managed mill has more spindles than any 
Indian mill. Hence Europeans started only 7 mills in 30 years, 
while Indians established 11 mills in 19 years, although the 
European mills had more spindles than the Indian mills. Most 
of the Indian mills have a paid-up capital of about Rs. 600,000, 
while most of the European mills have Rs. 1,200,000 each. 
None of the Indian mills has more than 50,000 spindles working, 
while most of the European mills have more than 50,000 spindles. 
One mill at Madura, the biggest in the presidency, has as many 
as 245,492 spindles. 

It cannot be said that because the prospective dividends from 
this industry are very small, while the rate of interest on country 
loans has been as much as 12 per cent, that Indians have been un¬ 
willing to invest their capital in mills. For in the last seven 
years from 1918 to 1924, the average dividends realised by Buc¬ 
kingham and Carnatic Mills, Coimbatore Mill, Mall Mill, Madura 
Mill and Tinnevelly Mill are 10, 36, 15, 45 and 56 per cent res¬ 
pectively. The dividends realised by the most successful Indian 
mill, i.e., the Kaleeswarar Mill of Coimbatore, in the last four 
years, are very much more encouraging; the figures being 1921, 
60 per cent; 1922, 50 per cent; 1923, 40 per cent and 1924, 80 per 
cent, or an average dividend of 45 per cent a year. 

The much-discussed habit of ‘ hoarding ’ is really overesti¬ 
mated, because there are very few parts which have not come 
under the influence of new methods of investment—such as land, 
financing the standing crop and moving the crops, the ginning and 
pressing factories, rice and groundnut factories, tile factories 
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and dealing in cloth. The main direct cause for the practice of 
hoarding was the fear of the bands of plunderers before the British 
Raj became established, and that has been eliminated by this time 
through the well-organised system of police throughout the 
country. Also the rate of interest on all remunerative debts given 
to ryots has been 12 per cent, which is a sufficient inducement to 
dig up the little, if any, hoarded money. 

But there is another kind of investment, which is akin to 
hoarding in its non-interest-bearing quality, i.e., investment in 
jewellery. That there is an immense amount of money invested 
in jewels, no one will deny. But, we shall have to note that the 
general tendency among the middle-class people as to replace 
heavy and more costly jewels by less costly but more delicate and 
artistic ornaments; and thus the expenditure on their jewels is 
fast coming down. On the other hand, there have been additions 
to the jewel-wearing public, since the increasing economic pros¬ 
perity has enabled more and more people to earn and wear some 
jewels. So the increased expenditure, due to these new people, 
may be sufficient to offset the lessened expenditure upon jewels 
by the more fashionable classes. It is probable that there is no 
increase in the expenditure upon jewels from year to year, and 
that the same amount of precious metals, that are in use in the 
form of jewels, is used in different forms from year to year. In 
any case, the additional expenditure upon jewels from year to 
year forms but a negligible part of the annual national surplus 
income which is in search of investment. 

A greater obstacle to enterprise than these is the fact that 
an Indian, who has money, has learnt from bitter experience not 
to trust his money with others. The failure of the famous 
Arbuthnot Co. is a classic disaster in the presidency. Most of the 
joint-stock companies, registered just after the war, in the great 
boom of 1919 and 1980, ended in failure. Out of the 15 new enter¬ 
prises in the Telugu country, 14 failed. The Guntur Cotton, Jute 
find Paper Mills Co. ended in a scandal, and the people believe 
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even to this day that some lucky people made much money out 
of it. The Guntur Andhra Karmagaram has also failed to work 
well and one of its engineers was convicted for misappropriation. 

The Carnatic Paper Mills Co. of Rajamundry has just emerg¬ 
ed out of a scandal and the new Weaving Mill at Bezwada 
has gone into temporary liquidation. Whether real mischief 
has been played or not, once when there is a trouble with 
such a company, people refuse to believe that those interested 
in floating them are honest. Thus the Madras public have lost 
what little confidence they had in co-operative efforts in business, 
and they all favour individual efforts in business in preference to 
joint-stock companies. Progress in the number of mills, and 
spindles worked, needs the first requisite, i.e., the existence of 
an instinct for co-operative working, which at present if* but 
slightly developed. 

Lastly, investments in land arc in great favour with all classes 
of people. From the Panchaum who can only invest his labour, 
to the rich ryot who does a lot of rural banking, every one is 
passionately anxious to invest his capital or savings in land. A 
man who has land worth a lakh of rupees is much more respected 
than a man who has ten lakhs of rupees- invested in industries, and 
so most of the new capital that is annually coming into the 
market is finding its way into investments in land. Such avenues 
of investment as the Mopad project in which alone Rs. 10 lakhs 
were invested, the Mettur project, the l)ivi project and the 
Rheemavaram project are all being financed by the people. Large 
sums of money are being invested in bringing waste and marshy 
lands under cultivation, occupying the Nizam’s lands and culti¬ 
vating them, clearing forest land, pumping water from drains into 
lands which are thus converted into paddy-fields, and planting casu- 
arina and groundnut on sandy tracts hitherto considered waste. The 
returns from such investments are expected to be as much as 20 
per cent, if not higher; and this is the only sort of investment 
about which every ryot is well informed. Though foreigners like 
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to believe that Indians are more sociable beings than many other 
nationalities, they are, I am afraid, most individualistic as far as 
business is concerned. They dislike to do business in co-operation 
with others and frequently the co-operative efforts in business 
end in failures because the standard of business morality is very 
low, and business-people are very short-sighted. The watchword, 
therefore, in Indian business is to distrust everybody. Invest¬ 
ments in land are more in their line, because they can individually 
invest in land, cultivate it and reap the profits or losses by them¬ 
selves, without having any interference from anybody. They all 
possess the skill to cultivate, the ability to market the produce and 
the knowledge about the character of the seasons, and they are in¬ 
variably good organisers of their farms. Hence only a small part 
of their annual savings seek investment in industrial enterprises. 

Although it is true that many Brahmin Vakils of the 1 - different 
towns in this presidency manage to invest almost all their 
savings in land, there are still large numbers of urban middle- 
class people who are unable to find proper avenues for investing 
their savings safely and remuneratively. Still more is it true in the 
case of the professional ' classes and the other sections of the 
middle-classes of such cities as Madras, Madura, Coeanada. Prof. 
T. K. Dorasami Aiyar says: “Members of the upper middle- 
classes and the richer classes find themselves in possession of spare 
funds which they find rather difficult to invest profitably. Agri¬ 
cultural land does not offer sufficient attraction, especially since 
many of them are town-dwellers and consequently are not in a 
position to profit from agricultural investment which will pay only 
under personal supervision. Houses, except in big towns and cities, 
are not an income-yielding property and consequently are not an 
attractive object of investment. Private money-lending is attend¬ 
ed with considerable risk. Government Loans and Post Office C&sh 
Certificates are first class security but the return realised from 
them is not sufficiently attractive to most people.”* 

9 New Bra, November, 1928. 
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Table showing the increase of spindles in the most important countries of 

tht world. 


Country. 

1910 

1914 

1920 

1922 

August 

1923 

India 

4,945,000 

0,600,000 

6,689,680 

6,714,000 

7,927,938 

Great) Britain 

46,5000,000 

56,300,000 

68,692,410 

... 

... 

H.8. A, 

19.474,000 

32,107,000 

35,872,000 

- 


Japan 

1,274,000 

2,750,000 

3,690,090 

3,804,000 


China 

550,000 

j 

I 1,000,000 

1,600,000 

1 

2,671,950 

France 

5,500,000 

7,410,000 

9,400,000 

! 

... 

Corracny 

8,000,000 

11,550,000 

9,400,000 

I 

i 


Italy 

1,940,000 

4,620,000 

j 4,514,800 

: 




ECONOMIC SURVEY OF MIRANPUR RASAHI 
VILLAGE, BENARES DISTRICT 


BY 

B. S. Agarwala, 

Lecturer in Economics, Agra College, Agra , 
INTBODXTOTOKY 

* Miranpur Basahi, a village in the neighbourhood 
of Benares City lying at a distance of about four miles 
from it, is divided into two blocks by a road passing 
north and south from Sindhora to Bienares City. The 
village is attached to Benares tahsil for the purpose of 
collecting revenues, and forms a part of the Shiupur 
pargana with its police station at Orderly Bazar, near 
the courts. It is situated at a distance of about 2£ 
miles to the north-west of the Benares Cantonment 
Station on the E.I. Bailway. 

The village is an ordinary type of its kind and can 
hardly claim to lead the life of self-sufficiency of the 
by-gone days, although the disintegrating forces have 
not had their full play as yet. It is becoming dependent 
more and more for its life-blood upon the neighbouring 
city, where most of the male members, including boys 
of eight to ten, go to work in mills and factories. 
Boundary The village is surrounded on all sides by the culti¬ 

vated areas of the neighbouring villages. On its 
northern side is located the village Lalpur, on its eastern 
side Anaula and Takhtakpur, and on the southern and 
western sides lie the villages of Sarsauri, Narainpur, 
Laehimanpur and Nawalpur in order. 

Soil The village is no wise connected with any river^ 

forest or hill. The soil of Basahi, as judged by its 
productiveness, is wonderfully fertile and presents little 
• • 56 ■; ’ • 1 , 
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variety. The surface of the village is flat, and the soil 
is generally alluvial in character. Of the total culti¬ 
vable area of 183-45 acres, 57.12 acres have do-mat or 
deep alluvial soil; 3642 acres have tal-matti or soil in* 
the neighbourhood of tanks fit for rice cultivation; and 
the soil of the remaining 89* 91 acres is light and sandy 
in character, and certain spots are porous and dry. 

Basahi village can be divided into three distinct Tho throt? 
groups. The village is not a compact whole having P urvas 
all the houses centred at one place, but its inhabitants 
are divided into three pumas. The first division which 
lies on the western side of the road is known as Akirtoli , 
the place where the Uwalas live. The second purva ly¬ 
ing on the eastern side of the road is known as Kunbimi , 
where Kuimis predominate. This division is very thick¬ 
ly populated and the houses are built very close to¬ 
gether. On the far eastern side of the road lies the 
C ha mart oh , the third division inhabited by the 

Chamars exclusively, who lead a dirty life. 

The number of houses including straw huts and Number of 
chaupars, but excluding thatched aturics horn where the Ilf,UH< H 
farmers watch their fields and temporary huts in the 
fields, is about 107. Besides these there are one serai 
and two small park gardens bounded by earthen walls. 

Of these, 08 houses are occupied by the Kunbis, 10 by 
the Uwalas, 14 by the Chamars, and the remaining 15 
by the Kaisthas, Uadarias, Nonias, Brahmans, Kshattri- 
yas, Lohars, Telis, Nais, etc., each sect having one to 
four houses for itself. 

There is a remarkable contrast between the repre- 
sentative houses of the Ahirs, Kurmis and Chamars of tl080riptl0n 
the village. The houses of the Ahirs are less decorated 
and simple in style: tiles, straw and bamboo are the 
chief materials for roofing, and the walls are made of 
soft soil. Some houses of bricks have been recently 
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built, and in front of them beautiful though crude figures 
have been painted. The houses of Kunbis are smaller 
than those of Ahirs—suitable houses for pigmies to 
dwell in. These are very closely packed together. The 
Ohamars being the depressed class of the Hindu society 
have poor and odd-looking huts to shelter them, and 
they seem to be contented with their lot. In all these 
houses the provision for ventilation is very defective, 
and they are so closely built that it is difficult to dis¬ 
tinguish them from one another. Apparently there is 
no unsatisfied demand for housing, as many of the 
houses lie vacant, two Telia having recently left the 
village. There is some demand for housing accommoda¬ 
tion in the Kirn Irian division, where the houses and huts 
are so thickly clustered together for want of space. 


The total population of the village, as estimated 
of popula* by actual enquiry, is about 029 persons—a figure slightly 
tson* higher than the Census figure of 1921. Of this total, 

290 are Ivunbis, 80 are Ohamars, til Ahirs, and others 
191. Their percentage is as under:— 

Population Percent age 

1. Kunbis .... ... 290 40% 

2. Ohamars ... ... 80 13% 

3. Ahirs ... ... 01 11% 

4. Others ... 191 30% 


Total ... 022 100% 


Civil The civil conditions of the village are fairly normal, 

conditions v jj] a ^ e women do not observe purdah, and the 

custom of widow marriage is prevalent in the village, 
specially among the low-caste people. There are a few 
people who are left unmarried, for marriage is deemed 
to be a necessity in India. The number of widows is 
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limited; only those remain widows who lose their hus¬ 
bands at an old age. The percentage of married men 
and women is fairly high, the reason being that child 
marriage is not discouraged. The average age of 
marriage is a little over eleven years, but cases are not 
wanting where the Kurmis of the village marry their 
children even at the ago of two to four years. The 
Brahmans and the Kshattriyas generally marry their 
girls when they have attained puberty. The question 
of large dowries among these people is positively harm¬ 
ful, and needs to be discouraged. The following figures 
are suggestive. They show the distribution of the 
village population according to sex and civil conditions. 


IhsTKTiumoN AoronnixG to Snx and Civil conditions- 




Male. 

Female. 

Total. 

1 . 

Married 

214 

221 

436 

2. 

Unmarried 

... 121 

73 

194 


Total ... 335 294 629 


AGRICULTURE 

Like all other villages of Tndia, Basahi is an agri- Area 
cultural village. Tt comprises an area of 219 acres or near¬ 
ly 351 bighas and 9 biswas. Of this total, 183 acres, or 
nearly 83 per cent, constitute cultivable area under diff¬ 
erent farmers. The remaining 17 per cent is under com¬ 
mon waste, and under abadi and talabs. Figures showing 
the distribution of land are as follows;— 
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How used. 

Area. 

Percen¬ 

tage. 

Remarks. 



* 

Acres 



I* 

Under cultivation 

183*45 

83'45 

About 20 acres were left 




as fallow land. 

a. 

Under the abadi 

1337 

60 

... 

3. 

Under common waste 

12*33 

5*5 

These are grazing grounds 





for cattle. 

4. 

Pastures other than 





common waste 

Nil 

••• 


6 . 

Under the gardens 

8'62 

40 

... 

6. 

Wet-land area 

1*89 

1 0 

This is under talabs . 

7. 

Dry-land area 

Nil 


Rains are sufficient and 





the Ganges is very near 
the place. 


Total Area 

21966 

100 



Density of 
population 


A close scrutiny of the above figures gives us two 
most interesting facts— one about the occupation of the 
people, and the other about the density of population. 
Of the total village area of 220 acres, no less than 183-1 
acres are classified as area devoted to agriculture, of 
which nearly 20 acres lie fallow every year. This means 
that 168|r acres, (or nearly |ths of the village area), are 
under the plough. Agriculture is, therefore, the main¬ 
stay of the people, and nearly 50 per cent of the people 
(315 out of 629) are actually engaged in agricultural 
work. 

The uncultivated area comprises a small portion of 
land: it includes the abadi area, the common waste land 
and the pastures, the wet areas and the gardens. From 
the above table we find that nearly 13J acres of land are 
reserved for habitation purposes. Within this space 
about 107 houses containing nearly G3Q souls are built 
up, giving an average of eight houses to the acre, or near¬ 
ly 47 persons to the acre. Each person has, therefore, on 
m average about 100 sq. yards of land to live upon, 
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revealing to ns the fact that there is no overcrowding 
in the village on the whole. It must, however, be re¬ 
membered that the Kunbian portion of the village is a 
bit thickly populated, showing a tendency for over¬ 
crowding in the future. 

Other figures in the table need little comment. 

Some 13 acres are common waste land for the grazing 
of cattle, there being no pastures in the village. Also 
there is no dry area in the village, owing to the fact 
that there are ample rains; and that the village is only 
five miles away from the Ganges river. The area under 
the gardens is about nine acres only. 

There are only 18 wells in the whole village. Of friigation 
these, 12 are within the village abftth. These are used 
mostly for drinking, cooking and bathing purposes. 

The remaining six wells are either on the road side or 
in the fields, and are used for irrigation. Besides these 
there are oiglit tanks in the village. The most important 
of these is the Bital Bhutt tank—an artificially made 
tank deriving iis name from the present owner of the 
village. Other tanks are small and shallow, 
and get dried up in the summer. lienee these 
are unfit for irrigation purposes, except in the 
rainy season. The quantity of land irrigated 
with the help of these wells is about 114 acres; 
the remaining 70 acres either do not need irriga¬ 
tion, or else they are left unirrigated. The wells of the 
neighbouring villages are also made use of by the people 
of this village for irrigating their fields. 

The village is held under the permanent settlement, Tenancy 
and the chief owner is Chhanu Jee Bhutt, a wealthy 
merchant of Benares City. He realises his revenues 
from his tenants and, in his turn, pays to the Govern¬ 
ment a fixed sum of money every year. Bents are most¬ 
ly paid in cash, although sub-tenants sometimes pay in 
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kind by giving half the produce raised by them. 
There are four classes of tenants in the village, and the 
total cultivable area of 183*36 acres is divided according 
to the tenancy rights as follows:— 


Sir land 

Occupancy tenants ... 
Shiknri tenants 
Fixed-rate tenants 
Sub-tenants 

Total ... 


Acres 


1-69 

1% 

73-98 

41% 

72-30 

40% 

27-94 

15% 

7-65 

4% 

183-36 

100% 


Size of a 
field 


The total area under cultivation is divided into 530 
fields. The area of the largest field is 7*33 acres, and 
that of the smallest field 1/100 acre, the average size 
being 3*06 acres. Jai Mangal Singh is the biggest land- 
owner in the village, who cultivates about 16 acres of 
land. The fragmentation of holdings is a very promi¬ 
nent aspect of agriculture in this village. No less than 
426 out of 580 fields are under one biglia in area. Tlius 
over 80 per cent of the fields are only small patches of 
land. The distribution of fields according to the size 
of a holding is as follows:— 

Fields. 


Under 1 biglia 

Over 1 bigha but under 2 bighas 


,, 2 bighas ,, 

4 

99 ^ 99 99 

? < ® >> >> 

Q 

!> ° ) > ft 

„ 10 „ 


„ 4 

„ 0 
„ s 
„ 10 


436 

98 

9 

1 

1 

nil 

1 


Total 


530 
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The above figures disclose a serious state of things. 
This extreme sub-division of holdings which is certainly 
deplorable, is chiefly due to the laws of inheritance of 
the country. The Agra Tenancy Act of 1926 has made 
some provision to effect exchanges of the plots of land 
so as to consolidate them into bigger plots to avoid un¬ 
necessary waste of time and money, but on enquiry it 
was found that the cultivators are not anxious to effect 
such exchanges. This evil of fragmentation gets still 
more intensified by the scatteredness of the holdings of 
a farmer all over the village, instead of their being con¬ 
centrated in one spot. This evil deserves serious atten¬ 
tion of every social reformer. Co-operation would be of 
immense help in solving this problem. The example of 
Tharpur village in the Punjab is a living tribute to co¬ 
operation, and shows what co-operation has done in 
effecting the consolidation of holdings. Not only the 
number of the fields has been reduced from 844 plots 
to 03 plots, but their average area per plot has been 
raised from 4 kanals to 55 kanals. 

The Ivurmis of the village raise mostly ‘ cereals ' 
—rice, wheat, barley, maize and millets—the area under 
crops being 138 acres on an average per year. Pulses 
are grown as mixed crops. Garden crops, including 
sugarcane, potatoes, chillies, etc., and fruits cover near¬ 
ly 30 acres of the area. Nearly 20 acres are devoted 
to the production of fibre plants. Other crops are of 
minor importance. The statistical details about the 


crops are as under:— 

Acres 

Rice ... ... 3922 

Wheat ... ... ... 9-74 

Barley .... ... 60-80 

Wheat and barley ... ... 5-48 

Gram and maize ... ... 22*73 


Fra gnu* nta 
lion of 
holdings 


NtM*d for 
ro-opora- 
fcinn 


Aroa mid or 
oi ops 
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64 


Arhar and Jawar,.. ( ... 

Acres. 

2111 

Vegetables and fruits 

... 20-68 

Fibre plants 

... 20-20 

Sugarcane 

... 13-84 

Mixed crops 

.., 6-28 

Other minor crops 

6-19 

Total area sown 

... 226-20 


It will be noticed from the above details that barley 
and rice are I he iwo most important staple crops of the 
village, and wheat is grown as a subsidiary crop only. 
The total area actually sown is 220 acres, but the above 
figures are slightly in excess owing to the fact that 
certain crops arc sown side by side in the same field. 
We have already seen that the total cultivable area is 
183 minus 20 acres, that is, 163 acres only. Most of 
this area is sown twice in the year. Only a minor por¬ 
tion of land is devoted io the production of one crop 
in the whole year, and some to the production of even 
three crops in the year, as will be evident from the 
following table. 

One crop in one year raised on 197 acres or 9% nearly. 
Two crops ,, ,, 186*20 ,, 84 5% ,, 

Three ,, „ „ 18*84 ,, 6*5% „ 

Insect, pests The crops raised in the village are subject to the 

diseases 111 danger of insect pests and certain plant diseases. There 
are certain pests that injure all crops alike, e.g., the 
white ants. These begin their work as soon as the 
crops are sown. Sugarcane is the chief victim of white 
ants. To combat this evil the villagers either smear the 
pieces of sugarcane with the solution of asafeetida, the 
smell of which keeps the white ants away; or they 
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spread cowdung on tlie edges of the field to keep the 
white ants away from the sugarcanos; or they sprinkle 
ashes of burnt wood to render their teeth useless in 
eating. Then there are pests that affect particular 
plants. Thus the small and green pests known as Jhftmi 
attack the vegetables in swarms and eat up the loaves. 

Ashes of burnt wood when sprinkled on the leaves dis¬ 
able these germs from eating away the leaves. Again 
there is a moth known as (J hid all that bores a hole in 
the stalks of plants, and goes on eating until the leaves 
of the troe begin to grow pale. The farmer tears the 
plant and throws the moth away, Itiee is attacked by 
hand which resembles a fly. It eats the leaves of the 
plants. The farmers do not know any remedy for this 
pest, except to drive it away again and again. The 
enemy of aarmow (oil-seed) is Malta , a small green in¬ 
sect hardly visible to the eye. They cling to the plants 
from top to bottom and render them absolutely useless. 

Besides these insect pests there are several plant pj ant) 
diseases. Wheat suffers from Gimi which makes the leases 
piunt pule and useless. Alsi suffers from Ilarda in much 
the same way as wheat. K and ad affects barley turning 
the ears of bailey black, so that when pressed with 
lingers, they get reduced to black powder. Millets 
suffer from Ban j ltd on account of which there comes 
out a knot of folded leaves instead of an ear on the top 
of the millets. Gram suffers from Ukhtd, which turns 
the plants dry altogether. It is deplorable that no 
regular methods to combat these ills are known to the 
villagers. They think that these diseases are caused by 
some defects of the atmosphere and of the land. It is 
extremely necessary to devise some means to fight out 
these pests and diseases. 

The people of the village, being conservative in 

Implements 

their habits are even today given to their old practices, and manures 
P 9 
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Improved methods of cultivation are either unknown to 
them, or else they are not able to make use of them 
owing to their poverty. The cost of production has in¬ 
creased considerably in modern days, and even the most 
efficient farmer has to face real difficulties in producing 
and marketing his crops successfully. In most cases 
farmers have to lead a hand-to-mouth life. Generally 
speaking, the old types of ploughs and instruments are 
still used in the village, although some farmers have 
begun to use better types of ploughs that leave a deeper 
and wider furrow. What is true of implements is equal- 

Manuros ly true of manures. The traditional manures are used 
even today. All the filth and dirt of the village is 
deposited at one place and is left to decompose. This 
waste matter, and the dried and decomposed leaves of the 
* trees, are the chief sources of manure in addition to the 
cattle dung and urine. It is indeed unfortunate that 
nearly 50 per cent of the dung is utilised as fuel instead 
of being used as manure. The modern fertilisers and 
manures are not known to the villagers, and even those 
who know their value find them to he very costly. 

The live-stock of the village is largely possessed by 

Live-stock 

the Kurmis and Ahirs of the village. There are about 
100 oxen and bullocks, two-thirds of which belong to 
the Kurmis. The number of cows and calves is 45 and 
61 respectively. There are 160 sheep, 24 goats, 50 rams, 
and 2 horses. The details are given below:— 



Ahirtoli 

Knnbian 

Total 

Oxen 

17 

61 

78 

Buffaloes 

18 

3 

21 

Cows ,.. 

Calves (of cows 

22 

23 

45 

& she-buffaloes) 

23 

38 

61 

Goats 

24 

•nil 

24 
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Ahirtoli 

Kunbian 

Total 

Sheep 

... 160 

nil 

160 

Rams 

.... 48 

2 

50 

Horse 

... nil 

2 

2 


Total ... 441 


The live-stock of the village is poor both in quali- p 00 r 
ty and in number. Animals are not capable of doing feed,n#!r 
strenuous work. They are ill-fed and ill-cared-for. The 
arrangements for supplying fodder for cattle are wholly 
inadequate. Their ordinary diet is a mixture of hhuli 
and bhusa in water, but only the rich are able to pro¬ 
vide these in sufficient quantities. There are no regular 
grazing grounds or pastures kept for the purpose of 
feeding cattle. 

The cattle of the village are subject to certain pecu- Cattle 
liar diseases, the most common of these being the Chabhd, ,Bea8es 
which produces swelled lumps in the necks of cattle. 

Lime is used to cure it. Sometimes swelling in the sto¬ 
mach also appears, which is treated with the solution of 
a newly grown bamboo plant. Wounds also appear under 
the yoke; to euro these kerosene oil and phenyl are 
made use of. 

OCCUPATION, TRADE AND TRANSPORT 

As already stated, the main occupation of the Occupations 
village people is agriculture. Of the 02f> persons, no 
less than 315 or nearly 50 per cent are engaged in agri¬ 
cultural pursuits. The rest of the persons are either 
children or dependents, or pursue some other calling. 

People also combine certain other subsidiary forms of 
occupations with agriculture. A certain number of per¬ 
sons are engaged in petty posts such as the Quanungo, 
the Patwari, the teacher, and cooks and bearers. The 
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Industry 
and trade 


Gadarias, the potters, the blacksmiths and the barbers 
carry on their usual trades as of yore. In Ahirtoli the 
Gwalas carry on the work of supplying milk in the city, 
in addition to thoir agricultural operations on a small 
scale. Most of the young men of this part have now 
taken to the painting of lorries, motor cars, carriages, 
etc., for want of any other suitable occupation. The 
industrious Kurmis still carry on their agricultural pur¬ 
suits to a large extent, although a few of them have re¬ 
cently taken to the painting business. There are also one 
or two potty shop-keepers in the village who supply most¬ 
ly tobacco, Salt, cheap grains, etc. Rome of the village 
people have opened shops in the Orderly Bazar near the 
Benares Kutohery. Tn Cluimnrtoli some 12 families of 
the Ohamars, one of a potter, and two of basket-makers 
live. The potter makes earthen pots, and the basket- 
makers prepare baskets for the village people. Biut 
the Ohamars of the village now mostly serve as cooks 
and bearers to the European officials in the Cantonment 
and their wives work as ayah* to the European children. 

On the whole the people of the village are indus¬ 
trious. The Kurmis are diligent, honest and hard¬ 
working, but the Ahirs possess dirty habits and are 
great cheats. The industry and trade of the village is 
on a very limited scale, and hardly needs any mention. 
The old village industry of hand-spinning and weaving 
is not at all practised in the village. Other industries 
such as those of the potter, the carpenter, the basket- 
maker, the blacksmith, etc., are carried on only to meet 
the needs of the village people. Since the industries of 
the village are in a state of backwardness, the 
means of transport are naturally undeveloped and old- 
fashioned, although there is one pucca road connecting 
the village with the city and the railway stations. Most 
of the daily needs of the village people are supplied by 
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the neighbouring village of Bhojubir lying at a distance 
of about half a mile from the village under investiga¬ 
tion. It is therefore well connected with markets, al¬ 
though the means of transport are wholly inadequate 
and primitive by nature. 

The ChnrJxhn movement of Mahatma Gandhi did iiandloom 
awake the village people to the need of starting and 
developing the hand spinning and weaving industry as weaving 
fur as possible, and the majority of the people at once 
took to the occupation in 1922, but with the downfall 
of the movement the industry was altogether given up. 

There are no weavers in the village to continue the 
industry. Moreover, the Moti Cotton Mills, which lie No scope 
close to the village, besides supplying plenty of work 
to the labourers, supplies them with quite cheap and 
decent cloth for their daily needs. Hence there is no 
scope for this indigenous industry to thrive so far as 
this village is concerned. Again, the soil of the village 
is not suited for growing cotton, which is the 
chief raw material to work upon. This is an 
additional reason for the neglect of the industry 
in the village. 

To maintain our cottage industries in an efficient Nmi for 
. ••tii ro-opera- 

nianner the spread of co-operation is absolutely neces- tion 

«ary. It is, however, deplorable to noie that few 

people, if any, realise the benefits of co-operation in 

developing our home industries. If the various trades 

and industries he started on a co-operative basis, there 

can be hardly any doubt for their success in the future. 

By this means the people will learn the lessons of self- 

help, honesty, fellow-feeling and thrift. In the long run 

they will be able to earn larger incomes, and thus raise 

their standard of living by and by. The failure of the 

movement in the United Provinces is largely responsible 

for turning away the minds of the village people from 
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Trade and 
transport 


Co¬ 

operative 

marketing 


its adoption. The true spirit and principles of co¬ 
operation have not been rightly understood by the people, 
and the lack of character of the members is one of the 
chief causes of failure of the movement. The illiteracy 
and ignorance of the people gave occasion to 
the dishonest secretaries and supervisors to mis¬ 
lead and deceive them. These facts account for 
the failure of the movement, and the loss of faith 
in the societies. 

The trade of the village consists primarily in the scale 
of foodstuffs, and chaff produced in the village itself. 
Sometimes the whole crop is sold at the village field, but 
mostly it is taken to the markers in the neighbourhood 
for sale. The village people being generally illiterate 
and ignorant have not the tact of a businessman, and 
hence fail to get as much as they ought to. Generally 
they carry their crops to the market, in bullock carts, on 
pack-animals, or on their heads, as may be convenient 
for them. The trade and transport of the village has been 
carried on in the old style for centuries with a few minor 

i 4 

changes here and there. The trade in milk, ghee, dung- 
cakes, wood-fuel, earthen pots and wooden goods is 
carried on on a pretty large scale in the village, and 
the proceeds from the sale of these things are in some 
cases quite sufficient to meet the needs of the village 
requirements at the present day in India. The methods 
of co-operative marketing, and of purchase and sale 
would be of great help in securing fair prices for the 
cultivators, and in providing them with cheap raw 
materials and instruments. Moreover, the profits of 
the middle-man would be eliminated altogether, and the 
fanners would be the gainers to that extent. Also 
many other wastes incidental to individual production 
and sale would be avoided to the advantage of the 
village people. 
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LABOITII, WAGES AND INDEBTEDNESS 

The labourers of the village are mostly engaged in 
ploughing, sowing, irrigating and other similar opera- wages'' Hm 
tions connected with agriculture. The wages are paid 
partly in kind and partly in money. There are some 
labourers who keep their ploughs and bullocks to let 
them on hire system to the zemindars and big kashthan 
who do not own them, and are paid at the rate of 
Its. 2 both for his labour and for the hire of the plough 
and the bullocks for a day’s work. Some of the 
villagers keep their own ploughs and bullocks, and liire 
workers to handle them, and also to do other agricul¬ 
tural work in the fields. These labourers are paid in 
money, and receive a small quantity of chabena every 
day. Some labourers are paid monthly, fortnightly or 
weekly, with some quantity of grains as agreed upon. 

One striking feature of the village is that women are 
employed to work on the sugarcane Holds, whereas this 
work is done by men in other places. These women 
generally earn two annus per day, and a small quantity 
of chabena in addition to the money wages. The 
general rate of wages in the village is eight annas a 
day for adult labourers. Some chabena and guv is also 
granted for their daily breakfast. 

The income of the labourers is not so great as toy av| . 
enable them to make any savings, nor are they frugal 
by habit. Thrift is something foreign to their minds, 
and they lead a life of abject poverty. There are, how¬ 
ever, some families that save whatever they possibly 
can. Bansh Narain, Earn Newaj Daftary, Tulsiram, 

Itamdass and a few others are able to save something. 

Muoh of their saving is in the form of ornaments for 
their family; and the little amount of money saved by 
them is kept buried underground, as there are no banks 
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Indebted¬ 

ness 


Sanitation 


in the village to 'encourage savings in the form of 
deposits. 

Most of the village people are under heavy debts, 
which they are not able to pay off. The farmers need 
tools and seed and bullocks for their agricultural work. 
For this they are obliged to borrow money at high rates 
of interest. Then they have got ceremonial and domes- 
tic expenses. Some money is needed for these too. 
As there are no maha juris in the village, people borrow 
money from the city sow bars, B. liagliubir Singh of 
Ishwargunj, and Munnilal Kalwar and Dwarika Nonia 
of Pandepur. A debtor borrowing Its. 14-4-0 has to pay 
Rs. 20 in twenty instalments of one rupee each. Hundi 
system is also in vogue. The rate of interest is 20 per 
cent to 21 per cent per annum compound interest. Ac¬ 
cording to the rah an system a debtor pays 10 per cent 
to 12 per cent per annum compound interest. 
Farms of the fixed-rate tenants are sold on rah an, 
the rate being Its. 100 to Its. 150 per bigha 
according to the fertility and the Government 
revenue of the land. Only one debtor, Itaghu- 
nand'an Ivurmi, has liberated himself from in¬ 
debtedness through his ability and hard work. The illi¬ 
terate villagers are quite ignorant of the usefulness of 
the Co-operative Credit Movement in solving the prob¬ 
lem of indebtedness. There is no common fund, per¬ 
manent or temporary, for any common good whatsoever, 
liven the takavi loans are not availed of by the village 
people to meet the seasonal expenses in connection with 
their agricultural work. 

SANITATION, EDUCATION AND ADMINISTRA¬ 
TION 

» 

As already stated, the houses of the village people 
are old-fashioned, low and ill-ventilated. People are 
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very dirty by habit, and collect heaps of dirt and waste 
matter here and there without discrimination. The 
drainage system is entirely defective, favouring' the 
multiplication of insects like mosquitoes which are 
the chief source of malarial fever. The paths 
in between the houses are very narrow, hardly allow¬ 
ing one man at a time to pass through them. These 
paths are mostly used by the villagers as urinals, at the 
great disadvantage to their health. The atmosphere 
outside their houses is rendered foul by the heaps of 
refuse and cowdung that are left to decompose to be 
used as manure for their fields. It is highly desirable 
to deposit this waste matter in pits away from the 
dwellings, preferably in their own fields or near them. 

Wells are indiscriminately used both for bathing w>1Ib and 
and drinking purposes. They generally take their tankH 
bath by the side of the wells, and spill much water, 
which, owing to defective drainage system, is left to 
stagnate, and serves as a breeding-place for mosquitoes 
and other insects. People also go to take their bath in 
the Basai tank where dkobiea also come to wash clothes. 

This practice needs to be discouraged. 

The village has not been visited by any epidemics 
like plague or cholera for the past three or four years, and diseases 
although seasonal diseases, like malaria, do make their 
appearance. That great enemy of humanity— 

tuberculosis—is fast making its home in the village, 
to check the spread of which sanitary measures are ab¬ 
solutely necessary* It is sad to note that there are no 
doctors or hakims near the village to give medical help 
when needed. People generally go to the hakim at the 
Orderly Blazar in cases of ordinary illness, but in seri¬ 
ous cases they go to the Government hospitals in the 
Benares City. 

Generally women do not observe purdah, but some 
F. 10 
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and kigh-custe people have it in their families. This ptfo- 
marriage duces a bad effect on the health of the ladies by check* 
mg their activities. Early marriage too has got a de¬ 
trimental effect upon the health of the married couple. 
Hath these practices need discouragement, as children 
born of such parents are bound to be weak and puny. 
Education The people of the village are not well-educated. 

Only four or five per cent of the people know how to 
write their names, and there are only three persons 
who know something of the English language. There 
is a great want of education in the village, but the 
people are quite indifferent towards it. It is said that 
there was once a primary school in this village, but now 
it is no longer in existence. However, at about a dis¬ 
tance of a mile from the village, there is a primary 
school at Bhojubir, where the children of the village go 
io read and write. They are mostly given education in 
Hindi and Urdu vernaculars. One boy of the village 
attends the Vernacular Middle School at Shiupur, about 
two miles from his home. Two other boys read at the 
London Mission High School, one of whom has appear¬ 
ed at the High School Examination. The average 
period of school life of the village children is low, and 
may be roughly estimated at about five years. The 
following table gives the details about education iu 
the village:— 

Class 

■*' Darja A and B 
«• A and B. 

••• ♦» A. 

6 ill. 

One sat at High 
* * * School Examina¬ 

tion. 


Name of the school 

No. of 
students 

Caste 

Bhojubir Primary School... 

2 

Ahir 

« 11 !> 

2 

Kaisth 

11 1* 

1 

Kurmi 

Shiupur Middle School ... 

1 1 

Kaisth 

London Mission High 



School 

2 
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Three others have received English education. 

One has passed S.L.C. and is now a clerk in the Queen’s 
College, Benares; one is the Village Patwari, and the 
third is employed by a contractor of the Benares Dis¬ 
trict Board. People are generally poor, and cannot 
afford to pay the fees. Female education is quite un¬ 
known in the village. Some efforts are necessary to 
improve the condition of the villagers by imparting edu¬ 
cation of an elementary character to suit their 
needs. Lack of education is the chief cause of 
their backwardness. It would be desirable to 
introduce compulsory elementary education for the 
village children, and to open night schools for 
the grown-up. 

The history of the village is a very obscure one. Adminisira 
Only this much is known that it was founded by a Milki 1,1011 
Mohammedan, and is now under the permanent settle¬ 
ment. The administration of the village is carried on 
on the panchayat system. ‘ Village Unions ’ are in 
existence, each having five or six villages under its? 
control. The pancluiyat system has been introduced 
only recently, and there was no such system in existence 
till November, 1925. This system has, unfortunately, 
not worked quite satisfactorily till the date of the en¬ 
quiry. Not a single case was decided by it till then, 
although the Punches and the Sur-panches had been 
duly elected by the Government, with the help of the 
village people. There is one Sur-panch and six ordi¬ 
nary Punches in every union. 

Before the establishment. of these unions, cases The Mukhia 
were decided mostly by the Mukhia of the village, who 
acted as the judge in consultation with four or five 
other respectable persons of the village. This Mukhia 
wa$ not nominated by the Government, but was selected 
by the village people themselves. Thank God, there 
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Conclusion 


is not much of litigation in this village, owing to the 
peaceful nature of the inhabitants. 

In conclusion it may be stated that the village 
people are, on the whole, quite happy, but they would be 
happier still if the following improvements were gradu¬ 
ally introduced in the village for their benefit:— 

1. The introduction of elementary education. 

2. The teaching of the lessons of thrift and self- 

help and the spread of the true co-opera¬ 
tive spirit. 

3. Improvement in the sanitation of the village. 

4. Improvement in the methods of cultivation, 

and the introduction of supplementary in¬ 
dustries. 

All these improvements could be made only if people 
were to understand rightly the principles of co-operation, 
and bring them into use to ameliorate their condition 
economically, morally and socially. 



SOIL EROSION IN THE UNITED PROVINCES 

BY 

Shankarlal Agrawala, M.A., B.Sc. 

Lecturer in Economics , Balwant Rajput College , Agra. 

Wherever and whenever concentrated bursts of rain occur, 
erosion of soil is sure to take place, unless the rapid flow of water 
and the scouring action of the surface drainage are prevented 
from working their full destruction on the land. Rainwater, if 
it is permitted to gather strength and velocity, cuts into the soil 
and soon develops nallalis of great depth with nearly vertical 
sides, which grow in length, breadth and depth with every rain. 
The result is that not only the land on which it occurs is render 
ed practically useless, but so much quantity of water also runs 
to waste. Numerous signs of ravines exist all along the Jumna 
and the Chambal that clearly go to show what a heavy drainage 
is being done by unrestricted erosion of the soil. As a matter of 
fact, there is hardly a place in India that can claim to be free from 
the evil effects of rain-wash. Every year enormous quantities of 
soil, the real agricultural capital of the country, is being washed 
out to the sea. The United Provinces which form the most pro¬ 
ductive part of India are fast losing their best soil owing to un¬ 
checked run-off of the water through the great rivers that seem 
gradually to extend the channels of their tributary streams into 
every man’s field. Erosion of the soil is the greatest single 
menace to the well-being of the people, for it removes not only 
the plant-food which is easily restorable but the whole soil which 
cannot be restored. Loss of fertility reacts on crop-production 
and consequently leads to abject poverty of the cultivating classes. 
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dry-region soils to crack and recrack on drying, thus to form a 
loose fine fragmental or granular surface layer, adds greatly to 
the erosional vulnerability of tremendous areas of the lands, for 
they are eroded not only by the water that flows over them but 
also by the prevailing hot and dry winds which often blow off 
the fine particles from the surface only to scatter them here and 
therq. Dry regions also aid one gully to wear through to another 
much quicker than would happen in humid regions. 

The cumulative effect of centuries of abuse due to unchecked 
denudation is reflected in the upper lands having been laid bare 
and barren through the loss of fine particles and the low lands, 
at the same time, having become stiff and heavy by the continued 
addition of new soil. High lands consequently have greatly lost 
their power of retaining moisture, and the low-lying fields, con¬ 
trary to the common belief that floods serve as a powerful instru¬ 
ment for soil enrichment, have received no corresponding benefit 
owing to the thick deposit of silt on flats where it was not needed 
—rather have done serious and permanent damage to the land 
and the crops growing on them. But this is not all. The accu¬ 
mulated effect of flooding and' scouring has resulted in the lower¬ 
ing of the sub-soil water level so that wells have dried up causing 
serious privations to man and beast. It is easily conceivable that, 
in sloping country, if the surplus rain flows off unchecked, the 
water has insufficient time to percolate into the sub-soil and to 
reinforce the ground water. What happens, therefore, is that 
not only the supply of the drinking water is affected but also the 
labour of lifting water for irrigation purposes is increased. Fur¬ 
thermore, the water-table being lowered, it becomes difficult for 
the crop to obtain sufficient water for proper growth or to with¬ 
stand even a moderate period of drought. The drying up of the 
country is a most serious matter, because if the erosion of the 
country continues at the present rate, irrigation projects will be 
hampered and eventually become impossible. It has been ascer¬ 
tained that the' bed of the Jumna at Etawah is already lowered 
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through 60 ft. in the last 500 years. This drop in the Jumna level 
is established by the fact that in the fort at Shergarh near Auraiya 
(Etawah) the curb of the large well in use in 1550 is now 60 tt. 
above mean flood level, and also by the prevalence of old sugar 
mills in the Eta wall trans-Jumna area where the water level is 
now far too low to admit of irrigation from Wells. The cold- 
weather level of the Jumna in the Etowah and Jalaon districts is 
often 120—200 ft. below the general level of the surrounding 
country, and the well water levels are sometimes as low as 200 ft. 
In Northern Gwalior, the existence of stone sugar mills or oil 
mills all over the country where neither cane nor oil-pressing is 
now carried on, proves the use of irrigation at the places where 
they stand. The change ot ciicumstances may be reasonably 
ascribed to the spring level having gone down to 100 ft. below the 
surface, which has caused the land to deteriorate into a vast ex¬ 
panse of an unculturable waste. Irrigation from wells was the 
principal mode of irrigation practised in the ancient times, and 
it seems that lakes were constructed with the important object 
of raising and keeping up of the spring levels through percolation 
of water, equalizing the temperature by supplying humidity to 
the atmosphere, and providing pasture for cattle, etc. To prove 
the statement, spring levels in wells at Magarpur, Jawan Kakrar, 
and many other neighbouring villages in Bundelkhand stand quite 
close to the surface due to the percolating influence of the Arjar 
lake, and the construction of the Pachwara lake has had the 
effect of mising the spring level of wells all round it for several 
miles. 

Moreover, erosion leads to water-logging. Any partial hold¬ 
ing up of the surface drainage and any slight concavity of the 
fields, due to depressions or to the misuse of iron ploughs, lead to 
local water-fogging, to loss of available nitrogen and to the des¬ 
truction of the porosity of the sub-soil. Every gradation of water 
logging ranging from slight damage to a crop to the production 

saline efflorescence and the formation of permanent stagnant 
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swamps can be seen in the Gangetie alluvium and also in the north¬ 
eastern districts of Oudh. 

A consideration ol the above description leaves no doubt that 
the gradual denudation of the soil is the real * economic drain * 
in India; and unless it is slopped and the tine soil is retained, the 
provision of improved varieties of crops, of irrigation facilities, 
of improved credit, of better cattle and implements will not yield 
their full results. The leclamation of eroded land is possible, 
but requires attention and patience. The main problem is to 
arouse the farmers to a realization of the importance of treating 
their soil in the manner best suited to its condition. Soils that 
cannot be cultivated without danger of erosion should he used for 
the production of hay, for pasture, or for forestry. The soil of 
the ravines which is often very fertile should be constantly culti¬ 
vated, so that it may not solidify, owing to its fineness, to the 
consistency of rock and also in order that the penetration of mois¬ 
ture into the substratum may be accelerated. In the Indo-Gangetie 
alluvium, it will be an advantage if the monsoon is received on 
all vacant lands which have been thoroughly and deeply cultivat¬ 
ed during the preceding hot season. The absorbing power of 
broken surface is very great, and, during the early rains, there is 
no lun-ofl and consequently no erosion and no water-logging. 
The conservation of wafer also leads to the disappearance of the 
original worthless grasses if any, and their replacement by those 
of good feeding value. It is further desirable that a broad pro¬ 
tective belt of land at the head of I he ravines should be afforested 
to prevent further encroachment inland. Trees will doubtless pre¬ 
vent excessive erosion as also consolidation, and the litter and 
grass growth will retard the present rain wastage. Water which 
must escape can be caught in small ponds held up by bandhs 
thrown across the ravines, or by blind ditches and embankments 
on the higher ground. An interesting and successful experiment 
in the reclamation of ravine area is to be found in parts of Agri¬ 
cultural Farm at Nairn (Allahabad) where ravines have been res- 
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tored by means of dams, and also in parts of Grass Farm and 
Macpherson Park here at Allahabad where land has been reclaim¬ 
ed by means of embankments. Cracking; on drying and contract¬ 
ing means copious aeration and this occurrence renders possible 
the method of embanking on many soils south of the Ganges and 
the Jumna. Small embankments (Tals) in Bundelkhand are com¬ 
monly constructed by the zemindars, for they afford the best 
means within the ability of the petty landholder of coping with 
the evil of soil-erosion. The Government have also undertaken 
works of such improvements in various parts of the United Pro¬ 
vinces, notably in the districts of Panda, Partabgarh and Jhansi, 
with the object of holding up the mu face water in 1 raids of ravine 
country, preventing further erosion and promoting the silting up 
and subsequent reclamation of the land. If bandhs could be com¬ 
bined with a suitable drainage system, by which the clear sur¬ 
plus water is run off, all the advantages connected with the pre¬ 
vention of erosion and with abundant percolation into the sub-soil 
would be obtained, while* denitrification would be checked. The 
position of the cultivator on whose welfare rests the entire pros¬ 
perity of a country so predominantly agricultural as India, would 
thus be made sufficiently secure. 



NOTES 


CENSUS NOTES 

Particulars of the programme of the United States Cfensus are 
now available. The Fifteenth Decennial Federal Census of the 
United States of 1930, is in reality a bundle of five censuses—of 
population, which has 140 years of history; of manufactures and 
of agriculture, the next older members of the census family, with 
100 years’ and 90 years’ standing respectively; of unemployment, 
included on a Federal scale even from as early a date as 1880; and 
of distribution, the latest addition, which is appearing for the fir&t 
time in 1930. 

The population census has of course gathered a mass of tradi¬ 
tion, from which, it is difficult to break away, and to which, addi¬ 
tional inquiries can only be attached by the removal of an equal 

number of old questions. Certain basic facts, such as geographi- 

♦ 

col location, colour, sex, age anil marital condition, are naturally 
present on all schedules, and will also appear in the present census 
without modification. Equally, other inquiries of long standing, 
like place of birth, citizenship, occupation, literacy and school at¬ 
tendance, have been retained with only incidental changes. The 
definite additions and omissions recommended by various interested 
persons and organisations (amounting to about 40 proposals in 
number), were subjected to a careful examination by an advisory 
board specially set up for tbe purpose, and the final schedule con¬ 
sists of 24 questions in all, including five questions appearing for 
the first time in the place of four questions carried on the schedule 
of 1920 and now omitted, together with the consolidation of the 
two questions, “ whether able to read ” and “ whether able to 
write ” appearing previously, into one question “ whether able to 


84 



CENSUS NOTES 85 

read and write ” at the present census. The 19 questions com¬ 
monly occurring are the following:— 

1. Relationship to head of family, with special provision 

for distinguishing the home-maker in each family. 

2. Whether home is owned or rented. 

3. Does this family live on a farm? 

4. Sex. 

5. Colour or race. 

(i. Age at last birthday. 

7. Marital condition. 

8. Tlace of birth of person( state or county). 

9. Place of birth of person’s father (state or county). 

10. Place of birth of person’s mother (state or county). 

11. Mother-tongue ol each foreign-born person. 

12. Whether able to speak English. 

13. Year of immigration to United States (foreign-born 

only). 

14. Whether naturalised (foreign-born only) 

15. Attended school or college any time since September 1 

1929? 

lfi. Whether able to read and write. 

17. Occupation of each painful worker. 

18. Industry in which employed. 

19. Whether employer, employee, or working on own 

account. 

The four omitted questions are:— 

1. Whether home was mortgaged or not (owned homes 

only) P 

2. Mother-tongue of father. 

3. Mother-tongue of mother. 

4. Date of naturalisation (for naturalised foreign-born only). 
It would he seen however, on comparison with the new form 

as finally adopted that as a consequence of this, no information of 
a serious import has come to he dropped. 



86 


NOTES 


The new questions finally selected are the following:— 

1. Whether the family havS a radio set? 

2. Whether a veteran of the United States military, or 

naval forces; and for each veteran, in what war or 
expedition he served? 

3. Value of home, it owned, or monthly rental, if rented? 

4. Age at first marriage (for married persons only). 

5. 'Whether actually at work (for each person normally at 

work, but returned as not at work, additional inform¬ 
ation to be supplied as on a special unemployment 
schedule) ? 

It will be noted that on this schedule as thus finally made 
up, 1!) questions relate to sociological or demographic factors, and 
five are devoted to economic factors. 

Of the newly added questions, that relating to radio has been 
included to ascertain the size of the potential radio audience be¬ 
sides of course, satisfying what appears to be a rather widespread 
curiosity. The question on veterans has been included solely for 
the purpose of supplying information desired by the Veteran’s 
Bureau. Of the new question* the most important perhaps is that 
calling tor the value of home, it owned, or monthly rental, it 
rented. This will make possible a classification of families accord¬ 
ing to economic status, or perhaps, as one might say, according 
to “buying power” of course, in broad groups. Such a classi* 
fication has been urgently desired among others, by individuals 
and firms, using census figures as a basis for organising their 
selling and advertising campaigns. It has of course been 
guaranteed that the information of any individual home will not 
be revealed either to the public 1 or to the tax assessors, but will 
only be used in the Tensus Bureau for statistical compilation. 
The question as to age at first marriage is what there is left of a 
set of four questions that were asked at a number of previous cen* 
suses before 191ft, and completely omitted in 1920, but have never 
been tabulated except for small sample areas. The other three 
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questions originally asked are (1) number of children born to 
each woman, (!2) number of these children living, and (3) whether 
first, second or subsequent marriage. The argument for the one 
question as a fairly ac ceptable substitute lor the group of four is 
based on the assumption that a tabulation oi the number o) child¬ 
ren reported on the schedule as mem hers of the family for women 
who have been manied, say Jo years or less, will indicate accura¬ 
tely the relative size ol families of children being raised by the 
different racial groups of the population, and in rural and urban 
areas, incidentally the date on age at marriage will have con¬ 
siderable soc ial significance of their own quite apart from their 
use in the tabulation just mentioned. In the classification of 
gainful woikeis accoiding to occupation and industry, greater 
stress is to be placed than heretofore on the returns toi the in¬ 
dustry both in the iiistinotions to the enumerators and m the 
publication of the results. With the increasing complexity ol 
American industrial organisation and rapidly changing terminology, 
the occupational classification furnishes one of the im>4 difficult, 
if not the* most difficult of the problems, in the Census 

There are also some new tea hues in the census plans which 
do not involve new questions on the schedule. For example, 
women doing housework in their own homes (or supervising such 
work done by servants) and earning the other responsibilities of 
the home will be designated as home-makers. This designation 
will be entered in the family relationship column on the schedule, 
rather than in the occupational column, in order that those women 
who follow a profession or other gainful occupation, in addition 
to being home-makers, may be properly classified in icspart to 
both lines of activity. Also tentative provision is being made for 
showing the population of townships or other minor civil divisions 
of the counties, classified by colour, sex and age—something which 
has not been done heretofore for units smaller than counties. The 
rural population is to be subdivided info farm population and rural 
non-farm population throughout the census reports, provided a 
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satisfactory definition of farm population can be worked out. If 
has been calculated that there will be anywhere from 11 to 32 
possible entries for each of some 122,000,000 persons, or on the 
abrogate somewhere about two-and-a-half billion entries, in which 
the defective ones, though forming a small proportion would de¬ 
mand, like the one naughty boy in a schoolroom who causes the 
teacher more worry than the 39 well-behaved pupils, far more than 
its fair share of time and attention. 

***** 

The census of agriculture in the United States in 1930 is a 
most elaborate affair. More than twenty months were given to 
the preparation of the schedules by a jomt committee of the 
Department of Agriculture and of the Bureau of the Census, who 
consulted before drawing up the final schedules not only agricul¬ 
tural publications and State Departments of Agriculture, but seveial 
students of agricultural colleges and many “ real diit farmers ” 
also. It is a census of agricultural farms, of farm accounting and 
of farm facilities, and also of all farm products and livestock not 
on farms, and contains about 3W) inquiries. Of these some 50 have 
never been asked at any prior census, and about a hundred which 
used to be asked before have now been omitted. A large part of 
the omitted questions relate to value of livestock and quantities 
of products sold or to be sold, but it has been provided that for 
the census of 1930, the livestock values will be computed from 
average price figures, by counties, to be furnished by the Depart¬ 
ment of Agriculture, while the quantities to be sold, or actually 
sold, will only be reported for a limited number of products. Of 
the inquiries that are being made for the first time, the following 
are the more important: 

Value of the farmers’ dwelling house; 

Such farm expenditure as purchases of, supplies, or repairs 
for, automotive vehicles and electric current; 
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Number of combine harvesters, electric motors and gas en¬ 
gines on the farm; 

Daily production of milk and eggs at the time of the census; 

Number of baby chicks bought; 

Number of hides and skins sold from the farm; and so on. 

The questions are distributed among one schedule known as 
the General Farm Schedule and eight other schedules to he sepa¬ 
rately used for special inquiries and the information collected may 
broadly be grouped into the following seven parts: 

I. Personal information regarding the farm operator: 

Name, address, colour or race, age, period of his operation 
of present farm, number of days worked for pay in 
1929 on jobs not connected with the operation of his 
farm, his “ occupation M as reported by him in the 
populational census. 

11. General information regarding (a) tarni acreage, (b) farm 
values, and (c) farm expenses: 

Acreage in crop land, pastures, meadows, woodlands, waste 
land gardens, orchards, vineyards, etc., as well as 
land under each crop, and lands idle or otherwise not 
harvested; 

Value of land, buildings and implements and machinery; 

Various items under farm expenditure which are calculated 
to show the economic factors in the costs of produc¬ 
tion. 

III. Farm tenure: 

Questions under this head have been considered very essen¬ 
tial and cover a vast ground distinguishing ownership, 
tenure and types of tenancy. 

IV. Livestock: 

It must be remembered that in U.S. dairying, poultrying 
and beehiving constitute an important part of farm- 
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ing, and their relation to the food supply of the 
country has been one of the most intimate facts of 
American economic life. Accordingly the term “ 'live¬ 
stock ” is used to include all common domestic farm 
animals, poultry and also bees, and in many cases 
information has to be furnished classified according 
to age and sex. The products to be reported include 
milk, butter, wool, mohair, eggs and honey. 

V. Value of livestock products produced and sold: 

The questions are incidental to those enumerated in IV, and 
special arrangements are provided for obtaining infor¬ 
mation, as stated already, in regard to the assessment 
of value. 

VI. Acreage and yields of all crops harvested in 1929, as welt 
as quantity and value of the principal crops sold or to be sold: 

The usual questions have been enlarged by the inclusion for 
the first time, of information relative to vegetables, 
berries and fruits also*. Provision has also been made 
for the verification of the information supplied on the 
census schedule with that which is obtainable from 
other sources in the Agricultural Department. 

VII. Miscellaneous: 

1. Mortgage indebtedness, if any, and commissions, 

bonuses, etc., paid in 1929; 

2. Amount of taxes paid on each head; 

3. Acres in rotation pasture; acres terraced to prevent 

erosion, acres with artificial drainage; 

4. Extent and yield on land—irrigated and unirrigated; 

6. Facilities on farms, such as telephones, electric light, 

etc.; 

6. Number of persons residing on farm; 
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7. Gross .receipts from lodgers, boarders, and campers on 

farm in 1929; 

8. Amount received from sales from nurseries, seed farms, 

bulb farms, etc.; 

9. Value of products purchased, or sold to, farmers 1 co¬ 

operative marketing organisations. 

It has been already stated that there are about 360 questions 
in all. These schedules, in part or in whole, will be answered on 
behalf of some six-antl~a-half million farms. The unit of tabula¬ 
tion in 1930 will not be agricultural counties as formerly, of which 
there wore only 3000; it will now be the townships or population 
minor civil divisions, of which there are 55,OOO. The information 
is proposed to be correlated between every two of the six tenures, 
two colours, twelve size-groups of farms, twelve types of farms 
and twelve groups of farm-products-values. In some cases these 
correlations are further to be subdivided according to six age 
groups and an equal number of occupancy groups. It will thus be 
seen that the census task, so comprehensive and so complex, is 
Herculean and will probably defy even the mechanical tabulation 

methods of the United States. 

# # * * * 

The census of manufactures is taken in the United States both 
on a biennial basis and as part of the general decennial census. 
For preparation of the schedules to be used at this Census an 
Advisory Committee had been set up with 25 members comprising 
important manufacturers, economists, statisticians, students of 
labour conditions and others interested in census statistics. In 
all one general schedule and some 166 special schedules will be 
used and the scope of the coming census has been considerably 
expanded. The more important of the new items relate to migra¬ 
tion in industries, time in operation and hours of labour, power 
equipment, fuel costwS, capital invested, rent and taxes, wage ear¬ 
ners on some representative data (usually December 15) classified 
by sex and by age, and distribution of sales. Under this last head 
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Classification of sales is to be made over niue items in all—other 
mamtfacturers, wholesalers and jobbers, to retailers and so on. 
This information is desired iri connection with the census of dis¬ 
tribution to complete or 1 supplement the information obtained from 
the schedules filled out for merchants ami dealers. Moreover the 
value of products is to be the net selling value at the plant of all 
products actually shipped or delivered to customers, instead of, 
as in the previous censuses, all products whether sold or not. 
Owing* hnuevor to much controversy having arisen in regard to the 
obtaining of information in regard to sales instead of to produc¬ 
tion, the schedules for certain industries will call as heretofore for 
data on production and not for sales. Another difficulty that has 
not been finally got over is the exhibition of data of certain indus¬ 
tries divided into the regional units of the Census without giving 
at the same time information of what may amount only to indi¬ 
vidual firms, because certain industries, like automobiles for 
instance, are so much centralised, that practically statistics of 
individual concerns so much overshadow the rest. One novel 
feature in the reporting is that a preliminary report will, with a 
minimum of delay almost immediately after the census, be issued 
in the interests of trade and industry and will be followed, with 
Reports in the usual way, containing more detailed and verified 
information. 

***** 

Tt may be stated that censuses of unemployment are, contrary 
to a somewhat prevalent impression, not new. The Federal Govern¬ 
ment. had included inquiries regarding unemployment in four 
previous decennial censuses—in 1880, 1890, 1900 and 1910, and 
other States had also conducted additional inquiries from time to 
time for their own purposes. The results of 1880 and 1910 were 
not published for reasons, qmong others, owing to lack of interest 
in the subject in those prosperous days, but those of 1890 and 1900 
even are of doubtful value, as having been based mainly on the 
question “ months unemployed during the census year/ 1 f which 
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certainly is a vague and difficult one to answer. It must however 
he realised that it is no easy task even to get a reliable definition 
of unemployment, let alone the subsequent working out the career 
of such. But following partly a suggestion made by Professor 
R. Mayo-Smith at as early a date aw 1899, and partly the basis 
employed by the Union of South Africa for its census in 1921, it 
has been agreed to define, for the United States census of 1930, an 
unemployed person as one who is (a) usually employed for wages or 
salary, (h) now able to work but (c) out of work on the census 
day and (d) looking out for a job. In this way the 44 can works ” 
are hoped to be distinguished from the 44 can’t works ” and the 
“ will works ’’ from the (i won’t works ” and the actual questions 
on the schedule are the following: 

1. Does this person usually work at a gainful occupation? 

2. Does this person have a job of any kind? 

Question 2 will divide those scheduled into two groups, and if 

this person has a job: 

3. How many weeks since he ha.^ worked on that job? 

4. Whv was he not at work yesterday for the last working 

day) P 

ft. Does he lose a day’s pay tor not being at work? 

6. How many days did he work last week? 

7. flow many days in a full time week? 
has not a job: 

8. Is he able to work? 

9. Is he looking for a job? 

10. For how many weeks has he been without a job? 

- 11. Reason for being out of a job (or for losing his last job) ? 

In addition to this information, the schedule has columns for 
the transcription from the population schedule of data relating to 
age, sex, marital condition, colour, nativity, occupation; whether 
an employer, working on own account, or an employee; and the 
number of persons employed in the family, dependent, unemployed. 
It may be stated that these questions are not very helpful, but 
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** practicability ” rather than “ desirability ” seems to have been 
the final criterion in selection of questions for the schedule. The 
questions on this schedule, were like those on other schedules, also, 
determined after lengthy and painstaking study by officials of the 
Department of Commerce and of the Census Bureau, assisted by 
an advisory council of experts and by many other interested per¬ 
sons and organisations. 

* # * * * 

A census of distribution on a nation-wide scale is being taken 
for the first, time in 1930 in the United States. The provision in 
the Act authorising this has been included in response to a wide¬ 
spread public demand, which itself arose out of the enthusiastic 
reception given by businessmen to certain experimental censuses 
of distribution in twenty cities taken in 1927 in co-operation with 
the Chamber of Commerce in the United States. A conference had 
previously been held in 1926 stimulating the interest of business¬ 
men in these matters. It should however be stated at once that 
by the term “ distribution ” is not meant the distribution of 
wealth, as commonly understood in theoretical economics, but is a 
“ merchant distribution ” implying a marketing study, and is 
being taken to find the basic facts about the national distributing 
system in the United States in order that these facts may be used 
to make the system more efficient. In general this census will 
cover all establishments engaged in trade, wholesale or retail, and 
the subjects of inquiry will include a general description of busi¬ 
ness naming the classes of goods dealt in, the number of proprie¬ 
tors of firm, members and the number of employees, farm products 
bought or taken in from farms, total sales distinguishing cash 
from credit sales and classifying certain articles both by volume and 
by value according to purchaser such as, wholesalers and jobbers, 
chain stores, retailers, consumers direct or miscellaneous pur¬ 
chasers, and distinguishing also the township of origin and desti¬ 
nation. It may not be a perfect questionnaire yet, but it is hoped 
that some knowledge concerning the geographical distribution 
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of buying power of the whole population will be available where- 
by some of the blindness now existing will be taken out of com¬ 
petition, 

* * * * * 

It may be stated that the Act providing for the Fifteenth and 
subsequent decennial censuses was signed by President Hoover 
on the 18th June, 1929, and even as such it was ioo late for the 
census now taken for April, 1930. This was due to a deadlock 
which arose in the passage of the Bill out of a section providing 
the automatic apportionment of Kepresentafives to the United 
States Congress among the various States. For by the constitu¬ 
tion a decennial enumeration of the population is required as a 
basis for apportionment, but tbe constitution simply states that 
the Representatives (now amounting to a total of 435) “ shall 
be apportioned among the several states in accordance with the 
respective numbers counting the whole number of persons in each 
State but excluding Indians not taxed/’ but no definition of 
“ population,” “ resident ” or “ usual place of abode ” has ever 
been given. This was sought to be remedied taking the present 
census as a suitable opportunity by requiring the President to 
transmit to Congress a statement showing the population of the 
several States as ascertained by the census and also the number of 
Representatives to which each State will be entitled under an 
apportionment of the then existing total number of Representatives 
by each of the three following methods: (1) as at the last appor¬ 
tionment, (2) by what is known as the method of “ major frac¬ 
tions, and (3) by what is known as the method of “ equal pro¬ 
portions.” Then the Congress would proceed to pass a law accord- 
ing to any one of these methods, but if it fails, the law provides 
foi an automatic apportionment as by method (1)* If however 
the President fails to submit the statements required from him 
within one month after the Congress meets in regular session, 
these provisions of the law have no effect. Consequently a very 
heavy responsibility vests with the Bureau of Census, for unless it 
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is prepared to bear the onus of nullyfyiug the law, it must oav$ 
its count of population completed and apportionment tables ready 
by the time the Congress meets in December, 1930. 

K. B. Mauhava. 


LABOUtt 

We understand that Mr. N. M. Joshi, M.L.A., and a member 
of the Royal Commission on l.abour, has been invited to attend 
the Bound Table Conference to bd held in Ixmdon in October. 
We are sure that in bis experienced and capable bands the in¬ 
terests of' the working classes in India will not go by del unit. iSo 
better person could have been selected to represent the workers in 
iqdia. 


We note with pleasure that the Chainuau ol the Calcutta 
Tramways Company at a recent meeting spoke in terms oi high 
praise of the company’s motormeu and conductors in carrying on 
their duties in lace ol great personal danger' during the recent 
riots in Calcutta. Men who thus faith!ally discharge their duty, 
especially in public utility services, deserve special gratitude of 
the public, it is well the Chairman of this particular Company 
recorded in public meeting the courageous services rendered by the 
employees. 


It was a great move forward when the All-India Railwaymen’a 
Federation representatives led by Mr. V. V. Giri, General Secre¬ 
tary, met the representatives of the Railway Board on the ltith and 
17th June, 1930, at Simla. We congratulate the Government in 
adhering to their policy of meeting the workers’ representatives 
as declared by Sir George Rainy on the 38th February of this 
year. It is certain that such meetings of the tw.o ai de s will go 
a very cosy way to make for the smooth and efficient working of 
the Railways of India. 
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Mr. T. G. Russell, Chief Commissioner of Railways, in wel¬ 
coming the representatives of the Railwayman made it clear that 
the authorities had been much assisted by the representation and 
discussions of the Railway men's Federation and hoped the Unions 
in their turn would feel confident of the Government's attitude 
of trust towards them. 

The Agenda suggested by the Federation and accepted by the 
Board included the following subjects:—(i) The G.I.P. Railway 
strike, (ii) Rules relating to discharge and dismissal of railway 
employees, (iii) Iieave Rules, (iv) Relations between Railways and 
Railway Unions and between the Federation and the Railway 
Board, (v) Wages question, (vi) Other matters relating to the 
demands put forward by the Federation in May, 19(29, (vii) Hours 
of employment and periods of rest for railway employees. 

Thus it is clear from the Agenda that matters of the greatest 
importance were taken up for discussion. Thereby demonstrating 
to the world at large that such meetings were not to assemble for 
mere show, but for hard and serious work. We hope these meet¬ 
ings and exchange of views will steadily grow in their purpose 
for the good of all concerned. 

Amongst the various items regarding the reinstatement of the 
G.I.P. Strikers, it was conceded hy ihe Board that all those 
Strikers who joined before the 17th March, 1930 or were put upon 
the waiting-list would be treated as reinstated and not as 
re-employed. This means that the men so taken back could count 
their past service and all the attached privileges. Though a great 
gain secured! It must be frankly admitted that the Railway 
Board met the Federation’s demands in most cases and showed 
willingness to consider other points sympathetically. 

The Federation wished to do away with the distinction be¬ 
tween dismissal and discharge. But the Board were not prepared 
to accede to this request, and we think rightly. Discharge is 
when, a worker is not needed due to retrenchment or other Eco¬ 
nomic cause. But dismissal is action which is exercised when a 
F. 18 
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worker is not kept on for disciplinary reasons. But the Board 
. pointed out that cases of dismissal because of their seriousness were 
therefore left in the hands only of the Heads of Departments or 
the Divisional Superintendent. This power however was deligated 
to selected senior subordinates. It is this to which the Federa¬ 
tion were much opposed. 

With regard to the question of retrenchment the Federation 
emphasised that block retrenchment caused acute hardship and 
unemployment and that it should be avoided and whenever contem¬ 
plated the Local Unions should be taken into confidence to avoid 
misunderstanding. The Board reiterated their policy made public 
on 17th May, 11130, saying that they could not bind themselves 
down, but would avoid as far as possible wholesale retrenchment 
and in any case would give recognised Unions timely warning. 

The demand for an independent medical tribunal in case of 
discharge of men for physical unfitness was not granted. The 
Chief Commissioner argued that as the Railways were responsible 
for the safety of the travelling public and as they had their own 
medical establishment, it was not possible for them to admit an 
outside body to share their responsibility. We feel that in prin¬ 
ciple the Board are right, we only hope that when hard cases do 
arise the Board will not hesitate to act considerately. 

The leave rules occasioned much discussion, the Federation 
being distinctly dissatisfied with the new leave rules. The 
Board agreed that the rules were more stringent than Government 
leave rules, but felt they were more liberal towards the lower paid 
staff. It was also pointed out that medical leave could not be en¬ 
joyed by the lower staff except after 20 years service! The Board 
promised to look carefully into this matter, and asked the Agents 
to increase adequately the Relieving staff on their systems. 

In one word we feel that while not acceding to all the demands 
of the Federation, the Board met most of their points and promised 
to consider others. But above all the spirit which animated both 
sides was excellent and augurs well for the future. 



LABOUR 


99 


It is significant that despite moves to the contrary, the Trade 
Union Organisations of both Great Britain and India are drawing 
closer together in many ways. As an instance is inauguration of 
the India Labour Committee which held its first meeting at the 
House .of Commons in May of this year. The objects of the Com¬ 
mittee are to work for Dominion Status, to assist the Indian Trade 
Union movement and to promote good relations between British 
and Indian Unionists. Many prominent British Unionists like Mr. 
Purcell, Secretary, Manchester Trado Council and Indian 
Unionists like Mr. Shiva Rao are taking part in this movement. 

Yet another instance of a closer union between British and 
Indian Unionists is to bo found in the Executive Committee of the 
Miners’ Federation of Great Britain having sanctioned as annual 
contribution of £100 for three years for the organisation of help 
and should lead to closer co-operation. This generous help was 
tho outcome of a meeting between Diwan Chamman Lai, Mr. Joshi 
and Mr. John Cliff of tho Labour Commission with Mr. A. J. 
Cook, Miners’ Secretary and a full Executive of the Miners’ Fede¬ 
ration. 

The Transport Workers’ Federation also made a substantial 
donation to the All-India Trado Union Federation. This body, as 
will be remembered was formed after the Nagpur Trade Union 
Congress split last year. 


Industrial disputes in British India during the quarter ended 
last March showed no less than 35 involving 75,000 men and caus¬ 
ing a loss of 1,582,028 days. Most of these disputes affected 
Bengal and Bombay. Of these disputes 16 were over the question 
of wages, 10 over questions of personnel, 4 about leave and hours 
and the rest over miscellaneous matters. Only three disputes were 
successful, 19 unsuccessful. Seven partially successful and others 
were in progress. The railways were the largest sufferers, then 
jute, cotton and mines least of all. 
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A valuable Grey-Blue report was hours of work in coal-mines 
has been prepared by the International Labour Office. The hours 
of work in coal mines has been added as an item on the Agenda 
of the Fourteenth Sessions of International Labour Conference 
held at Geneva on the 10th of June this year. 

Mr. Graham, President of the British Board of Trade, raised 
the question in the 10th session of the Assembly #f the League 
of Nations in September, 1969. As a consequence the governing 
body of the International ljabour Office convened a Preparatory 
Technical Conference, consisting of representatives of governments, 
employees and workers of the principal coal-producing countries of 
Kurope which met at Geneva in January, 1930. Nine important 
countries took part in it. The conference after considering ques¬ 
tions concerning hours of work, wages and conditions of employ¬ 
ment in coal mines, on the basis of documents prepared by the 
International Labour Office recommended to the Governing Body 
that the discussion of a convention on hours of work in coal mines 
should be placed on ihe Agenda of the 1930 Conference. 


The Labour Conference by 75 votes to 3ft has approved of the 
Draft convention on the hours of work in coal mines, providing for 
a 7$-hour day. 

Dr. Paranjpve announced he would vote in favour of th Draft 
convention as he felt India was anxious to secure international 
understanding in a difficult and important question which concern¬ 
ed some countries primarily. He said this did not imply that 
India would necessarily ratify the convention. It is however cer¬ 
tain we need to shorten the 12-hour day shift we have now on the 
States book. 

The salaried employees, who so far had little legislation on 
their behalf, are now to enjoy an eight-hour day and a 48-hcmr 
week if the Draft convention passed by the Labour Conference is 
duly ratified by member-states. 
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The Indian Delegations to the Fourteenth International Labour 
Conference again made its mark at Geneva. Of the speeches made 
we feel that Mr. S. C. Joshi did well in emphasising the neces¬ 
sity of the International Labour Office directing their special 
attention to Asiatic Labour questions. While it is true that in¬ 
dustrialization has not reached anywhere near the stage it has 
arrived at in the West, yet we feel that it is just in the period 
of change, from a transition from mediaeval conditions of produc¬ 
tion to the modern factory system that the workers need the 
greatest amount of protection. It can be easily established that 
in the case of Avsiatie, indeed all coloured labour, the need for 
such protection is all the greater. We also feel that lie was on 
very solid ground when he said that from Africa these should 
be directed colonial labour representation to the conference. We 
understand that treatment and conditions of labour of the African 
workers is far from satisfactory. Geneva must champion their 
cause. 

We would also strongly endorse Mr. Ojha’s (Employers’ dele¬ 
gate) contention that the Indian States should be brought under 
the operation of the International Labour Office, Draft conven¬ 
tions and recommendations. * Ever since factory legislation 
has been instituted in this country, Indian States have remain¬ 
ed outside its obligations. Unquestionably it gives a distinct 
advantage to the employers or capitalists inside the states. Our 
industries, the very best of them, are not so strongly entrenched 
that they can serenely face this flank attack of industrial competi¬ 
tion from the Indian States. All their efforts can do is to meet 
the frontal attack of severe competition from abroad. The Im¬ 
perial Government needs to pay serious attention to this matter. 

However, to be fair to the Indian States, we must say that 
some states like Mysore, Baroda and Travancore have a splendid 
system of factory legislation and we are pleased to note that only 
recently the Hizam too has enacted a satisfactory Factory Act. 

8. K. Budka. 
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INDUSTRY, TRADE, TRANSPORT, ETC. 

The present boycott and Swadeshi movement has within about 
two months of its inauguration gained tremendously in strength. 
The people have thrown themselves into it with an enthusiasm 
such as has never been witnessed before. Almost all sections are 
boycotting foreign cloth and taking to Swadeshi cloth particularly 
Khaddar, Bar Associations have resolved that their members 
give up foreign clothes and wear Khaddar or dresses of Indian- 
manufactured cloth. Mercantile firms have cancelled orders for 
foreign cloth and have decided not to indent for it for some 
months. Mills and factories are issuing notices to their employers 
to come to them in garments made of home-spun or Swadeshi 
fabrics and the employers are willingly obeying those notices. 
Women who were perhaps particularly fond of foreign cloth be¬ 
cause of its fineness and lustre have deposed it from the high 
position it held in their estimation and have installed Swadeshi 
cloth preferably Khaddar, coarse as it is, in its place. More 
than this, they are emerging opt of purdah and actively picket¬ 
ing foreign cloth shops. 

Although the movement is not confined solely* to cloth, yet 
it centres chiefly round that article. And, so far as that goes, it 
is a God-send to the cotton-mill industry of the country. The 
cotton industry has been experiencing an awful depression which 
among other things is due to competition from abroad. It badly 
wanted a respite from this competition to set its house in order. 
The revenue import duty on cotton piece-goods was raised from 
11 per cent,to 15 per cent and an additional protective duty of 
5 per cent on all non-British cotton goods was levied at the last 
session of the Legislative Assemblyand, the new duties were 
expected to provide the much-needed interval of relief. They 
might have fulfilled the expectations formed of them though it 
cannot be said that they would certainly have done so to, at any 
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rate, the desired extent. Even if they had proved quite effective 
they would have been so in the face of a feeling of opposition to 
them on the part of the consumer because of the high price of 
cloth to him which those measures would have led to. Now, the 
boycott and Swadeshi movement gives fully what the duties, if suc¬ 
cessful, would have given, for it shuts out practically completely all 
foreign competition. And, at the same time, it carries with it 
the willingness of the people to buy Swadeshi cloth even at a 
sacrifice. It thus represents a piece of extraordinary good for¬ 
tune to the cotton mills. Under its auspices the millowners can 
easily dispose of the accumulated stocks and carry out schemes of 
rationalization which will put the mills on a competitive basis 
with their foreign rivals. If they do this they may he sure of 
a bright future for the cotton industry of India but if they resort 
to profiteering as they did in 1D05-G and in the post-war loom they 
will be following a short-sighted policy: they will gain immediate¬ 
ly but ultimately they will do an irreparable harm to their indus¬ 
try which is rightly called the national industry of India. The 
Swadeshi spirit that has been generated will receive a great shock 
and get toned down a good deal. The people may also be anta¬ 
gonised which no millowner can afford to look calmly on for 
they constitute the principal support of the cotton industry whether 
as buyers and consumers of its products or otherwise. 

The Millowners Association, Bombay, have issued a state¬ 
ment that is very assuring in respect of the present situation. 
The statement informs the public that the millowmers are aware 
that no lasjting good can accrue to them unless the interests of 
the consumers are properly cared for and that they would do 
what they can to control prices and prevent profiteering on the part 
of both the merchants and middle-men. As an evidence of their 
good faith the statement says that during the last two or three 
weeks the mill products have been sold at prices current in 
January and February—that is, before the new duties were im- 
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poeed and the Swadeshi movement was launched. It also points 
out that although no final conclusion has been reached by the 
Association as to the way in which prices are to be controlled yet 
their proposal is firstly to publish periodically the prices at which 
the mill wares are sold and secondly to appoint a sub-committee 
whose function w r iil be to scrutinize the prices from time to time 
and to go into complaints about profiteering that may be made 
to it. The statement adds that the Association are formulating 
plans for popularizing and marketing the mill products and will 
make them known to the public when they are ready. 

The boycott and Swadeshi movement offers the Indian weaver 
also an unlooked-for chance, llut he is not in a position to catch 
it by the forelook. Since the 19th century owing to competition 
from machine-made goods imported or produced in the country he 
has been steadily losing ground till today his plight is very sad 
indeed. He is sunk deep in poverty. He hardly earns a living 
wage. He has no capital and is entangled in the meshes of the 
money-lender. He is unorganised and ignorant. He sticks to his 
time-worn machine and methods of production. But these defects 
are not insurmountable if proper help be forthcoming. And the 
time is very propitious for any help to the weaver to bear fruit. 
Hand-loom spun cloth is the fashion of the day and sells like 
anything. Why should not Village-Service Leagues, Congress 
Organizations and Government bodies do the needfiil for this 
poor downtrodden human being? All are agreed that his con¬ 
dition need amelioration and all are anxious to ameliorate it—in 
their own way. All should do what they can in this common 
field of action. 

The Department of Industries, the Punjab, are carrying out 
the surveys of the different industries of the Province. A Sum¬ 
mary of the results ojL the first of these which is ready and which 
deals with the textile industry the Director of the Information 
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Bureau has supplied to the press for the information of the public. 
The suggestions that appear in it for bettering the lot of the 
weaver are worthy of note. They aim at doing away with the 
sad lack of capital and knowledge on the part of the weaver, at 
providing marketing facilities for and effecting large sales of the 
wares produced by him, and at removing burdens that weigh 
down the hand-loom industry in its competition with the mill in¬ 
dustry. They are: (1) that co-operative and commercial societies 
be organized in all important centres of weaving so that the weaver 
and the capitalist might work as a unit—the one producing 
fabrics and the other supplying capital and knowledge—for mu¬ 
tual benefit; (2) that supply unions, commission shops and sale de¬ 
pots be opened at suitable places and the various Government 
departments like the military, police, railway, etc., be asked to 
give preference to indigenous products lor their requiiemeuls; 
and (3) that the railway freight, the terminal and octroi taxes 
which act as a great handicap to the hand-loom fabrics be reduced. 

"When the new Cotton Tariff Bill was passed at the last ses¬ 
sion of the Indian legislature it might have been thought that 
Lancashire w 7 onld submit to the inevitable and move along the 
line of least resistance with regard to the new duties especially 
because the Bill gave a substantial preference to British goods, 
because the fiscal autonomy of India had been much advertised, 
and because India has always felt that Lancashire has never 
wanted the Indian Cotton-mill Industry to grow. But evidently 
that is not going to be the case. Lancashire regards the pre¬ 
ference she has obtained as not of much use, the fiscal autonomy 
of India as not real, and the Indian feeling as not worth paying 
attention to. An Association called the Cctton Duties Repeal 
Association has been formed in Lancashire with the object of 
getting the repeal of the Indian cotton duties. The Association 
is going to invite all sections of the industry to unite to bring 
pressure to bear upon the Government to withdraw the new tariff. 
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It is really a pity that Lancashire should be doing all this—es¬ 
pecially at the present juncture. 

The Empire marketing Hoard has published a memorandum 
entitled “ Indian Sunn or Nann Hemp ” which points out that 
the Indian Sunn Hemp has now a unique opportunity of obtain¬ 
ing a firm foothold on the British market if steps be taken to 
remove the defects of the fibre and bring it up to commercial 
standards. The supply of Russian Hemp to (treat Britain has 
much decreased owing to curtailed production there and Great 
Britain is increasingly using Indian Hemp for the manufacture of 
ropes, cables, twines, etc. But the price it fetches is much less 
than what the Italian, Russian or Hungarian Hemps obtain. This 
is mainly due to defects in preparing and marking the article. 
Retting is done in some districts in mud or muddy water with the 
result that much dust and diit sticks to the fibre and factory 
workers refuse to spin it. And in preparing bales different grades 
are not unoften mixed and adulteration is brought about. These 
defects can be removed and Indian Sunn TTemp can become a very 
valuable article of export from this country. It is cultivated in 
Madras, the United Provinces, Rcftnbay and Sindh and the Central 
Provinces and Herar. The Agricultural Departments in these 
provinces should show the cultivator the right w r ay of preparing 
the product for the market. 

As recommended by the Jayakar Committee the first Con¬ 
ference on Road Development met at Simla on April 10 under 
the chairmanship of Sir B. N. Mittra, Member-in-charge of the 
Industries and Labour Department. All the provinces were re¬ 
presented excepting Burma which will have an independent pro¬ 
gramme. The object of the Conference was to discuss the road 
programmes for the provinces to be undertaken out of the Road 
Development Account. So that the road development should be 
worked out on a consistent plan throughout India. Roads were 
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divided into inter-provincial or trunk roads and roads which are 
feeders to railways, waterways and trunk roads. The amounts 
that will probably be allotted to the provinces were announced by 
the chairman as follows:— 


Madras 

lis. 

... 12-7 lakh* 

Bombay 

... 17-20 „ 

Bengal 

... 13 20 „ 

The United Provinces 

... 4-(>4 „ 

The Punjab 

... sir, „ 

Bihar and Orissa 

... 2 88 ,, 

The Central Provinces 

... 4 7 A „ 

Indian States 

... 1(1 


The world is going shortly to witness an enormous increase 
in the productive capacity of the paper and pul]) industry of 
Sweden, Finland, and Norway, particularly of Sweden. Finance 
is the crux of the problem of industrial development in these 
countries as even where at present. But money is quite easy in 
Sweden and it is extremely tight in Finland and Norway, more so 
in the latter than in the former. 

The additions to production aie expected to be as follows:— 
Sweden—Ground wood, 30,000 metric tons; bleached sulphite, 
2,500 tons; unbleached sulphite, 7.500 tons; sulphate, 219,000 tons; 
Kraft paper, 40,000 tons; other classes, 7,(500 tons—Finland—two 
plants which are going to begin operations shortly will produce 
30,000 tons respectively of bleached sulphite and unbleached sul¬ 
phite; a third plant 12,000 tons of sulphite pulp; and a fourth 
8,000 tons paper—Norway—a concern 8,000 tons paper. 

The chief increase, it is to be noted, will be in bleached sul¬ 
phite and sulphate pulp and Kraft paper. This will be so mainly 
because owing to the development of the artificial silk industry 
in recent years an increased demand in these lines is visualized. 
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But back of the increased production is also a desire to utilize 
waste in connection an ith sawmills and reduce costs by mass pro¬ 
duction. 


An Overseas Trade Development Council lias been formed in 
London to deal with export trade problems and an ill eo-oporate 
with the Lord Privy Seal to promote employment. The Council 
consists of Government officials and repiesentatives of commerce 
to be assisted by representatives of industry. 

An impoi taut company called the “ Biankers Industrial 
Development Company ” has been formed in Britain to facilitate 
the nationalization of the basic industries of that country. The 
company has a nominal capital of £(>,000,000 divided into 45 
A shares and 15 B shares of £100,000 each. The former shares 
have been subscribed by some of Ihe most influential British 
banking and financial institutions and the latter by the Securities 
Management Trust, Ltd. 

The Bank of England, it is understood, will have a direct 
concern and controlling voice in two new iron and steel and coal 
companies, named the Lancashire Steel Corporation and the Wigan 
Coal Corporation, that have been formed bv an amalgamation of 
five leading companies and own a combined capital of £7J millions. 

Switzerland is experimenting with different fuels to find out 
a substitute for petrol. She imports petrol of the value of 20 
million francs annually and wishes to save the amount. Alcohol 
has been hit at as a good substitute and is being used for all 
military purposes except flying. But experiments are proceeding 
with compressed gas, electricity and wood coal also. 


In the tea industry and trade as in other industries and trades 
the present melancholy • situation is due to production having 
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largely outstripped consumption. Mailers can mend themselves 
if production and consumption are brought within reach of each 
other. The tea interests are much concerned to bring about such 
a state of things in regard to their commodity. They propose 
to stimulate the consumption of tea on the one hand and to re¬ 
duce its output on the other. To increase the consumption of 
tea they w r ill carry on a huge piopaganda in favour of tea-drink¬ 
ing and imbibing the “ tanin habit ” chiefly in Russia, India 
and the United States of America because these markets are re¬ 
garded as having great potentialities. To curtail the output ol 
tea they lmve reached an agreement among themselves whereby 
the areas under the 1930 crop will he restricted on the basis of 
the 1929 crop as follows:— 

North India ... ... ... 32,500,000 

South India ... ... ... 4,(MK),0(M) 

Ceylon ... ... ... 11,200,0(H) 

Java and Sumatra ... ... 9,500,000 

The llareilly Match Factory, a notable example of Indian 
enterprise, has been bought by the Swedish match combine called 
the Western India Match Company. The same is going to be the 
fate of another indigenous match factory which is situated at 
Lahore and w r ith whose proprietors negotiations for its purchase 
are proceeding. 

The electrification of the rural areas of France has been and 
is going on at a- very rapid rate. In 1919 only 19 per cent of the 
communes had electricity. Today more 4 than 00 per cent of the 
communes containing 80 per cent of the entire population are 
served with it, the degree of electrification leaching 90 per cent 
in 12 departments and 75 per cent in 28 hours. Within the next 
ten years when the present programme will be executed 95 per 
cent of the communes will have electric connection. 

Electricity is as yet but little used as power on the farms 
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but its potentialities in that connection are understood and do 
monstrut ion is cairied oh ui many districts. 

At the end ol March, 1929, the number of motor vehicles of 
all kinds registered in British India excluding Native States was 
172,080 of which 110,025 were motor cars and 30,181 lorries and 
busses. 

A procession oi eight bright blue motor-vans is on a three 
months’ tour in Southern Italy, Sicily and Sardinia carrying on 
agricultural piopaganda in those parts. The vans contain agri¬ 
cultural exhibits and ate fitted up with pictures and models which 
ordinary peasants can understand to illustrate modern systems of 
agriculture. Books are distributed and films healing* on rural 
life are shown at places vhere the procession is on view. 

Agricultural propaganda is a great desideratum in India. The 
Indian peasant all over the country is following the technique of 
agriculture that has come down to him from a remote past. But 
lie is not averse to introducing modern methods of production if 
lie comes to know what they are and is convinced of their feasibi¬ 
lity and advantages. The departments of agriculture in the 
various provinces should take in hand the task of explaining to 
him all these things. The agricultural farms that have been es¬ 
tablished in some provinces are doing good work and if the 
peasant were, off and on, to visit them he can derive great benefit. 
But he is either ignorant of their existence or is too lazy to go 
to them. Result—the whole thing moves at a snail’s pace and 
India continues poor. What is needed is that the modern system 
of agriculture should be explained and demonstrated to him before 
his village gate as much as possible. The provincial departments 
of agriculture should have motor lorries and vans, fit them up 
with exhibits, pictures and models and send them on tours in their 
respective areas. The showing of films bearing on agricultural life 
should certainly form an important constituent of the piopaganda. 

—G. D. K. 
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Post-War German*, by Prof. K T. Shall, M A., Professor of Economics, Univer¬ 
sity of Bombay. Published by Messrs I> B. Taraporevala Sons & ( Vj., 

Bombay Pp. 2*28. Price Bs. 2 8. 

Professor Shah is a well-known figure in the Indian economic world and 
needs no introduction to Indian readers. His 1 Post-War Germany * is a publi¬ 
cation in book form of a course of five lectures which the professor delivered at 
Bombay under the auspices of the University School of Economics and Sociology. 
Lecture 1 deals with the foundations oi the Post-War Reich as a Uommon- 
wealtli; Lecture 2 with the Beparatmns ptoblem; Lectures 3 and 4 deal with 

the political and economic framework of Germany; and the last Lecture deals 
with Germany’s future in the county of nations and as a factor in peace and 

progress. 

The chapter on reparations is a very interesting reading not onl\ as in¬ 

dicating the wonderful patience of a great nation in adversitv but also as indi¬ 
cating how low victorious nations may descend in being vindictive Still the 

slow steps through which the problem is being developed affords an instinctive 
study in the moral history of nations. 

In dealing with the German Constitution, Professor Shah quotes with evident 
approval certain very interesting features ot the country : 

‘ The organisation of the economic life must accord with the principles of 
justice, aim at securing for all conditions of existence worthy of human 
beings.’ 

‘ Every German is under a moral obligation without prejudice to his per¬ 
sonal liberty, to exercise his mental and physical powers m such a 
way as the welfare of the community requires.’ 

‘ Every German shall be given a chance to earn a living by econom c 
labour, m so far as no suitable work can be found for him, provision 
.is made for him by the state.’ 

Noble sentiments undoubtedly, but of what use to put them in a constitu¬ 
tional document? 

Professor fthah appears to be an incorrigible optimist ui thinking that the 
state can do everything for the people—a hope which the reviewer is unable to 
share. There are many difficult problems involved. Who is to find out who is 
fit for any one kind of work and not for any other? What is going to he the 
cost of a guarantee of a life for all which will be worthy of human beings? It 
is very easy to put all so-called rights m a printed document, hut in practice it 
is an open question if these hopes can be realised at all. 

1ft 
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A little later in page 112, Prof. Shah Bays : Only after ordaining such 
perfect equality, unassailable by any advantage of birtb or caste, can we hope 
to assume to ourselves that with us, only merit shall rule and mediocrity shall 
not govern. It- is difficult to understand what exactly Mr. Blmh wants. It is 
inconceivable that all advantages could he abolished unless of course Professor 
Bhah is able to bring about a Deluge and then recreate a New Heaven and a 
New Earth from out of his imagination. Atfter all it is a difficult thing to 
prevent mediocrity ruling if you want a democracy of mediocrities, It cannot 
be otherwise. 

Professor Shah finds other happy ideas in the German Constitution as the 
endowment of motherhood and reward for large families. These ideas have very 
carefully to he considered in any country if we want to avoid putting a premium 
on idleness and waste. 

Mr. Bhah says (page 201) that a socialist reorganisation of society seems to 
he inevitable as the sun and the moon and all the stars. One cannot help feel¬ 
ing that the analogy is extraordinarily unhappy. The sun and the moon and 
all the stars are all there, they have not to come yet, but Mr. Shah’s socialist 
society is yet to come It maj or it may not come. It is still an open question 
whether society would he all the better for making the state the monster rather than 
the capitalist. It appears as though Professor Bhah wants to rood his own 
mental predilections in the evolution of the world. 

At a later stage Mr. Shall gives us a very interesting survey of the youth move¬ 
ment in Germany and all its implications. But his characterisation of the move¬ 
ment as * a revolt against, the soulless mechanisation of the age, and a protest, of 
Youth against the greed and lust ami stupidity of age,’ appears to me to be an 
exaggerated appreciation of the Youth but also an unwarranted denunciation of 
other Beet ions of the community. 

Professor Shah is a great admirer of the revolt of the Proletariat, but it, 10 
something of a double-edged sword. It has potentialities ifor good, but it may 
also annihilate all that is good in the community. Tne crux of Professor Shah’s 
obsession is seen when he quotes with alacrity Mr. Ratbenau as indicating a solu¬ 
tion of all our difficulties by 4 transforming the present commercial structure into 
one of perfect equality on the basis of complete equality of worldly possessions— 
all surplus wealth being made over to the state for common benefit in an organis¬ 
ed, systematic plan.’ This is really Communism with a vengeance, and it may 
he that when wealth is divided equally there may not, be any surplus wealth to be 
transferred to the state by the individual to be spent on what Mr. Shah would 
call the common benefit, on an organised or any plan. 

There is no doubt that apart from any opinions expressed Mr. Shah has 
done good service to Indian students interested in the Germany after the war 
by bringing together very valuable materials which are not easily accessible in 
tins country. 


S f V. Ayyah. 
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Women in Modekn India, by Mithan Choksi & Eleven 0. Gedge. l J p lot. 

Trice Kb. 4. Published by Messrs. J>. B. Taraporevula £on.s, Bombay. 

The book containing hi teen papers, contributed by Indian women ol out¬ 
standing lame, such as Mis. kumaladew Chut top,idhyayu, Miss Tilak, and Miss 

B. Boiabji, appeals at an oppoitune inoinent when India is passing through a 
ci ibis and when Indian probJcins uie airesting the attention oi the woiid. T’iie 
book gives a vvonderiuliy sell revealing puluie ol awakening Indian womanhood 
It is a vivid, authentic, and intimate mold oi the many phases ol women's pio 
gressive work in India. 

The hulk of the essays eoiitiibuted speak ol the great woik that ha?, been ai 
ready achieved along social lines They point out institutions like Shaiada Sudan 
and Seva Sadan as living monuments ol what Inave and noble healts can 
achieve, towards the uplift and hetteimeiit oi suileung humanity Women's Con 
ierences, Associations and l ouneilh aie tunned in diiieient pails ol Jndia to 
unite women ol diiieient communities lor coiisideimg and tackling social prob¬ 
lems. Evils like, child manmge, cnioived widowhood, strict puidah, caste anta¬ 
gonism ait* last disappeaimg umlei the influence oi systematic and vigoious piopu 
ganda earned on by these count its. The pioblem ol miaut and mateinal inoitality 
is also being solved, and the maternity and iluld ueilaie eenties aie haul at 
work to raise the masses iiom their iguoiaute and super Miticuis. Much more 
remains to he done along that line as well as in the new helda oi woik among 
children and industrial workers. 

The remaining essays deal with the athieveinents of women, m the held 
ol politics, literature and tine arts 

The greatest triumph oi Indian womanhood in the held oi politics has been 
their entry into the .Legislative Councils. .Now nominated women Mt in linee 
provincial .legislatures In Madias a lady mein her is the Deputy President ol ihc 
Council. 

With the awakening ol Indian womanhood eduiation is making tupid strides. 
The number ol' schools and colleges i» increasing in all provinces An Ail India 
Women’s Conference was organised in l‘.J v dti to push iorwaid lelorms in edu¬ 
cation. 

Erom ages past w’oiuen have contributed their share in iitoratuie But duimg 
leeent years owing to the spread ol general education mote and more women are 
coming to the front as novelists, poets, journalists, and dramatists. Women 
poets like Torn Butt, Aru Dutt and Mrs. Naidu have immortalised then names 
by their contribution to English literature. 

Little has been done by women m' painting and music. But the importance 
of these subjects in the education of girls is felt and they are being introduced 
in all schools and colleges, at Bolpur along with the school and college, there is 
a Kala-Bhavan, a school ol art and music, and all girl students attend this school. 

It is difficult to convey a correct idea of the value of this work. 

F. 15 
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The essays are all written m simple language and the contrast in their sub¬ 
ject matter makes the book an interesting reading. Every essay throbs with sin¬ 
cerity amt Hie passions tor reform though interpreting themselves, the essayists 
have not allowed their enthusiasm for the cause to get the better of their judg¬ 
ment, ami never once have the hounds of strict impartiality been exceeded. 
Every defect is carefully analysed, and criticism and suggestions for reform, 
ore offered. There tan be no doubt that the book will be an eye opener to those 
whose information lias been derived solely from works of interested propagandists 
or prejudiced obseivcrs If only it leeeives tbe circulation which it deserves 
this noble work will go a long way in removing misconceptions, and restoring 
Indian womanhood to its true place in the opinion of the world. 

M. Uthap. 


Gi:o<:raph\ and Man, by J. T. Goodehild, M.A. (Sheffield), Professoi of Economics 

and Geography, and Dean ol the Faculty of Commerce, St. John’s College, Agra. 

Published by the National Pi ess, Allahabad. Pp. 148. Price Its. 2. 

In thus book Prof. Goodehild lias made an analysis of the various geographical 
lactors that influence human lile and activity. In fact our occupations, and our 
physical, mental and hpuitu.il growth arc ail governed by our suiruunduigs and 
climatic conditions. In studying the effects oi environments he considers thiee 
factors, viz., (1) Physical Geography, 01 the study of the earth's surface; (‘2) Ctco- 
logy, the study oi the earths structure, winch is mostly neglected; and (8) the 
study of the Pi unary Occupations, such as hunting, domestication of animals, 
agricultuie, etc., in relation to the particular environments in which each has 
developed. 

Besides the effect of environment, Mr. Goodehild mentions two other factors 
in Chapter I, viz., (a) the. effect of haediiy , winch itself can be traced to the 
conditions of life of our ancestors, and (l) man's efforts m chanymy ins environ¬ 
ment to his own advantage. Indeed man has attained a large measure of success 
in combating nature, although most of the lorees of nature are beyond his con- 
tiol and whose influence he can never escape. In Chapters II to V, the study 
ol Eaith’s surface is continued with many geographical details from all parts 
of the globe. Thus in Chapter II the formation of different types of coastal 
plains, plateaux, and mountains is discussed at length, and their influence upon 
the lives of human beings is severally explained. In Chapter III a similar study 
of valleys, nvers, deltas, lakes, coast lines, and soils is made with numerous 
illustrations. The influence of weather conditions upon human life forms the 
subject-matter of Chapter IV. In the Fifth Chapter the effect of vegetation in 
decidous, evergreen and coneferous forests, and of the forest industries upon human 
life is considered. 
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In Chapters “VI and VII the causes of the growth of towns are discussed. Tn 
the latter chapter the effect of transport facilities as influencing the distribution of 
population is very well explained and illustrated In Chapters VIII to X some of the 
primary occupations are dealt with, and the progress of civilisation is very ably 
explained in Chapters XI and XII. Jn the last chapter the subject of coloni¬ 
sation is treated, and an explanation of how colonics are formed is given. Also 
the relationship between the settlers and the native people is discussed. 

On the whole, the attempt of Mr. Goodchild is original and well-executed, 
although at certain places the reading becomes rather dull owing to the nu¬ 
merous geographical details. The book should prove useful to the commerce 
students and to those who take the paper on Economic Geography for the M A 
examination. The get-up of the book and its printing are Al, but the price of 
the book appears to be a little too high, when the size of the book is taken into 
consideration. 

B. S. A o ah w ala. 


Economics ot Protection in India, by Prof. V. G. Kale, Poona, 1020. Pp 01. 

Price Ec. 1. 

This short monograph consists of a series of lectures which the author deli 
vojed as tlic Banaili Readeibhip Lectures at Patna University in 192K The 

author examines the policy of protection from the theoretical and the practical 
point of view. Serving as a member of the Tariff Board for two yeais he had 
exceptional opportunities to study the “ protectionist. ” theory and apply if to 
(oncrete cases. The experience gained in this connection has been hilly utilised 
in the preparation of his monograph which will prove an invaluable work ol refer¬ 
ence not only for the advanced student but for ibe businessman also He is caie- 
ful enough not. to burden the monograph with an elaborate discussion of tbe 
actual working of the Protective Tnuff and the development of specific industries 
under its regime. Similarly the oft discussed subject of Imperial Preference in 
its bearing on the economic development of India is omitted. 

Beginning with tbe discussion of the essential reasons which make nascent 
or struggling industries apply to the state for a measure of protection for a 
temporary period ho discusses how and to what extent the grant, of projection 
can be made after a thorough analysis of the costs of production, the promised 
economies which might lead to a lowering of the cost of production, the sacrifices 
which the consumers might, be called upon to moke and the ultimate benefit to 
the nation which is willing to make the sacrifices so that a harmonious, many- 
sided, and well-organised development of agriculture, commerce and industries can 
be systematically promoted. The concrete references here and there to the steel, 
the paper, the matches and the cement industries clarify the lines of reasoning 
adopted by the author. 
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Summing up his lurid exposition (ho author aptly remarks that the present 
position and the prospects of industries in India call for an examination in the 
light of the economic advantages and limitations of a policy of free trade or 
protection In /be light of such an examination the country has to adopt measures 
for the «e// being of fire eommimifv As this larger and general question of a 
policy of protection has not been discussed by the Tariff Board, the author has 
done a significant pet vice hy drawing attention to this question. 

B. Ramachandra Hau. 


Co-operation and Rural Welfare in India, hy B B Mukerjee, M.A., B.L Pub¬ 
lished by Thacker Bpink & Cn. f Calcutta, 1920 Bp. x-198. Trice Rs. 3 only. 

The hook under review is an attempt to draw the attention of those interested 
m Rural Problems it) the great services which co operation can render to the cause 
of rural welfare m India The work is divided into five chapters. In the 
first chapter the author has analysed the problem of Rural Welfare, and is of 

opinion that the present decayed condition of the Indian rural life is due to the 
fact that- our villages art “ undergoing a lapid transformation. Jt (rural life) has 
Jtdl its old moorings and is gradually drifting a wav The custom based on tounda 
tions of the old village community gave it. a stability to which it had got itself well 
adjusted, hence it is that the shock and jar ol the present upheaval and being 
so keenly fell.” To make il possible toi the village people to adapt themselves 
quickly to the demands of the iv»w situaiion the author considers that “ education 
affords the only lever which can pull up the village community. This 

education must be so planned ' as to tit m with village life It 

must he such as can change the whole outlook on life of the 
villager.” 

In Chapter TI entitled Belter Farming the author has aualysed the 

causes of agricultural backwardness in Indian villages and has suggested a num¬ 
ber of ways in which agriculture can be improved It is while making the sugges¬ 
tions for improvement that the author has tried to show what cooperation can do 
m the matter. The analysis as well as tire methods of approach suggested are 
both clear and convincing 

In Chapter TIT entitled Better Business, the author observes that ” Agricul¬ 
ture has ceased to he a paving industry,” therefore “ the work of the reformer con¬ 
sists m arresting these disruptive tendencies and in building on these materials the 
village community of the future.” To secure better business for the countryside 
Mr. Mukerjee has emphasised the need of organising co-operative marketing and 
hy taking definite illustrations from Bombay and outside India has shown what 
co-operative marketing can do in this direction. 

In Chapter IV we find the author reverting to the educational value of the 
co-operative movement. He observes that *‘ The co-operative principle is not 
merely an economic principle prescribing a certain course of action in order to 
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bring the struggle for existence to a victorious issue. Its spiritual aspect raises 
it above the materialistic plane and sustains it above the dm and bustle of 
everyday strife.” The author looks upon co operation and that rightly as a great 
educational force and observes that. “It. is tlie duty of the co operators to help 
the Government in tackling the problem of mass education.” In this chapter a 
great mass of information is given by the author to show what co-operative move¬ 
ment has done for education m other parts of the world, specially in Europe. 

In Chapter V which is the last the author has given us an account of some 
experiments m Rural Reconstruction. Here we get an idea of what Mr Brayne 
succeeded in doing at Gurgaon in the Punjab, and what Mr V. N. Mehta could 
do at Benares in the United Provinces. The work of Rir Rabmdra Nath Tagore 
in the villages near Bolpur in Bengal is also succinctly described. After describ¬ 
ing these various efforts at Rural Reconstruction the author observes that “ One 
thing clear !y emerges, vu , the success of these attempts will lie in our looking 
upon the village as a social organism winch lives, grows and decays and is capable 
of being icvived. Like all organisms, the vitality of the village can be kept 
up not by the application of external stimulus but by developing the different 
limbs and making (hem strong The work of Rural Reconstruction in India 
consists in revitalising the village organism by bringing back its corporate con* 
K< lousness through the strengthening of its limbs." And this work of revitalising 
who can gainsay the power ol cooperation. 

By writing this little but forceful book Mr Mukcrjce has done a valuable 
service to the rural masses in India. The problem of rural reconstruction is so 
urgent and so vital for the regeneration ol tho life of the Indian nation itself that 
all such efforts as that of Mr. Mukerjee, which try to show us the way should 
always be welcome. 

B. G. Bhatnaoar- 


Economic Principles for Indian Readers, by Dr. Praphulla Chandra Basu, Prin¬ 
cipal, Holkar College, Indore. Sir Isaac Pitman & Sons, Ltd., London. 
Pp. .348. 1927. Price Rs. 7-6. 

By writing this book Dr. Basu has attempted to remedy a serious defect m 
the study of Economics in India. English and American authors generally explain 
the principles of Economics with the background of social conditions and institutions 
which are alien to the experience of Indian students. Therefore our students some¬ 
times experience great difficulty in understanding these principles or in applying 
them properly to Indian conditions. The book under review aims at giving the 
principles of Economics with an Indian background, illustrated from the facts 
of Indian life. The book is written in a simple language and will undoubtedly 
prove very useful to college students for whom it is primarily written. 
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The book has been divided into the following nix parts—Introduction, Produc¬ 
tion, Exchange, Distribution, Consumption and Public Finance. Under Ex¬ 
change, theories of value, International Trade, Free Trade and Piotection, 
Money, Credit, Bysteni of Banking, Co-operative Credit and Indian Currency 
and Exchange have been briefly dealt with. Thus nearly the whole field of 
Economics has been covered, though the treatment of some parts has necessarily 
been very brief and discussions of divergent opinions among Economic writers 
on some important problems have been deliberately avoided. 

The author has admitted in the Preface that with the exception of a law in 
Consumption there is very little new or original in the book. The law which 
was formulated by Dr. Basil for the first time in the Indian Journal of Economics 
(October, 1927), runs as follows :— 

“ A unit, of consumption is a necessary comfort, or luxury according as its 
consumption and deprivation bring about, respectively an increase and a decrease, 
no increase ami a decrease, or no increase and no decrease, m the productive 
efficiency of the particular consumer at a given time and a given place I We think 
that the 'law requires a slight, modification m accordance with the suggestion 
of Mr. J. K. Mehta contained in an article published in the Indian Journal of 
Economics lor April, 1929. 

The book will also prove useful to the wider public who have little time or 
opportunity to go to big books for a working knowledge of economic principles 
in general. 

Daya Shankar Vudey. 

Prof. Phadke has presented a very clear exposition of birth control. There 
is no question that the control of the size of a family is a pressing problem of the 
day on economic and hygienic grounds, specially in a country like India where 
immature marriages are the order of the day. Eugenics is to be preached more aud 
more m India—it is a pitiable sight to see the pale and sickly appearance of 
child-mother, who should he a picture of health, roaming about full of buoyancy 
and life. The eyes of the orthodox should be opened by reality. Prof. Phadke’s 
book says that menstruation is not synonymous with sexual maturity. The book 
is heartily recommended to Indians. 

B. K. M. 


Great Britain from Adam Smith to the Present Day, by C. R. Fay. Long¬ 
mans, Green & Co., Ltd., London. 1928. Pp. 458. Price 12-6 net. 

This is a noteworthy wmrk on the economic history of Great Britain from the 
dawn of the 18<h century to the present times. Jt opens with an essay on the 
Wealth of Nations the publication of which in 1776 was perhaps the most 
notable event of the 18th century. The Wealth of Nations rang out the old and 
ushered in* the new in economic affairs; it smashed the Mercantile doctrine and 
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founded a new science (p. 6). The essay discusses the environment of Adam Smith, 
his predecessors, the merits and demerits of the Wealth of Nations , and its 
influence on economic life. 

The essay is followed by the topic proper of the work, viz., the economic 
history of Great Britain during the period lelerred to. ThiB is divided into 
four parts, Part 1, Fiscal Policy and Finance describes the financial policy of 
Walpole, Fitt, lluskishon, Feel, Gladstone, Joseph Chamberlain and McKenna 
It tells ub how the policy of free trade which reached its culminating point about 
the middle of the lUth century, and Mowed throughout that century, has, 
during the present century, been, under the stress of changed conditions, yield 
ing place to Imperial prelerence “ though there has been no overt breach in the 
fiscal system of the lountry ” (p. 80). The changed conditions leading to the 
change in the liscal policy are described thus “ When the world lived on Lan¬ 
cashire cotton, Cm dill coals and the London money market, the policy oi free- 
trade was justified by the lads. But this situation passed away with the war. 
In the cuily days ol the lmlustnal levolution other countries had to adjust them¬ 
selves to the list al policy oi Great IJntam in her ambiguous course towards 
laissez fane. . . . Today it is the talk ot Cheat Britain to adjust lierseli to a 
woild scheme in which the open market is always disappeaung over the edge of 
the fiscal horizon ” (p. 828). 

Tart 11, Trade and Transport concerns itself with Great Britain’s foreign 
trade, ports and shipping, toads and canals, railways and motor transport, and 
posts and telegraphs. Part III, Agricultuie and Industry dneusses the improve¬ 
ments in agricultural methods and technique, the use of steam power, the course 
of mechanical inventions and their employment in different industries, and the 
rise and growth of the iron and steel, the textile and other industries. This part 
revolves round the development of the iron and steel industry as it was this that 
revolutionised industry and made our age an Age of Steel. The development of 
the steel industry the world owes to three Englishmen, Bessemer who invented 
the ‘ converter ’ (1856), Siemens who produced the 4 open hearth process ’ (I860), 
and Gilchrist Thomas who is responsible lor the ‘ basic ’ process (1878) (p. 278). 
Part IV, Life and Labour narrates the repercussions of the industrial revolu 
tion on the life and thought of Great Britain, the origin and spread of the 
labour movement as w r eil as of friendly societies and co operation and the prob¬ 
lems connected w T ith these. 

We welcome the work. It represents a comprehensive and illuminating study 
of Economic Britain during the period 1700—1925. 


a. d, k. 
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CURRENCY IN SHIVAJI’S KINGDOM 

BY 

Prof. V. G. Kale, 

Poona. 

Some very interesting documents relating to the times of 
Shivaji, the founder of the Mahratta Empire, have been recently 
published by the Bharafa Itihasa Sanshodhana Mandala (Indian 
Historical Research Society) of Poona, which are calculated to 
throw valuable light upon the economic and social life of the people 
of Maharashtra in the seventeenth century. Of course, the material 
that is even now available, for writing a connected, full and 
satisfactory history of Shivaji and his times, is far from adequate, 
and those conversant with the subject, are aware bow there are 
gaps and doubtful points in the story of the Mahrattas of those 
days, which remain to be negotiated and cleared. Only contempor¬ 
ary records of facts and events, whose genuineness it is not possible 
to question, will really help in this matter, and it is encouraging 
to notice that enthusiastic and sustained efforts are being vigor¬ 
ously made in Maharashtra to search for and secure every scrap of 
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paper in Persian, Knglisli, French and Dili eh as well as in Marathi* 
that is calculated 1o contribute to our knowledge of the early 
history of the Mahiatta people. The inherent difficulties of the 
task are olnious, hut from tlie nuniber ol the useful authentic 
documents which have been recently unearthed from their 
neglect* d or jealously guarded hiding places, it is permissible to 
hope that in a few years the material will reach a volume that will 
go a long way in satisfying tin* needs of an exacting historian. 

Kesearch workois have so far almost concentrated their atten¬ 
tion on political e\ents, the fixing of dates, discussion of disputed 
opinions and filling up of gaps. The economic side of history has 
been sadly neglected, owing mainly to lack of interest and 
materials and also to the primary importance of constructing a 
connected and intelligible story of Shivaji’s career. It is, there¬ 
fore, worth while attempting to put life into the dry bones of the 
documents of economic significance which have' beam already 
published. Original, authentic records in Marathi are extremely 
valuable for this pin pose. It is said by one school ol historians 
who have dealt with these documents that they are an unreliable 
guide inasmuch as many of them are fabrications. Hut those who 
have actually seen, studied and used these papers very properly 
object to this indiscriminate condemnation as prejudicial and 
ignorant exaggeration. Surely the critical acumen of a keen¬ 
witted student of history ought to enable him to extract truth even 
from records which are not all hi 4 would wish them to be. Apart 
from this altogether, the Marathi papers which have been and are 
being published, undoubtedly constitute an exceedingly reliable 
and (ruitful source of information bearing on the history of the 
Malnatta people. So far as its economic side is concerned, the 
material is indeed inadequate, but such as it is, it is absolutely 
dependable and suggestive. 

AW shall, in this article, confine our attention to references 
to the currency that was in use m Maharashtra during the 
seventeenth century. The coins that are frequently referred to in 
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the published documents, are harts, rupees, takkas and rakkas , 
larecs being mentioned in papers relating to the western coast. 
Both for industrial and monetary uses, gold appears to have had 
the same fascination for the public mind in Shivaji's kingdom 
as in the modern world of to-day. There was no fixed standard 
of value, and the various coins, made of gold, silver and copper, 
circulated at their relative market values. The han is an ancient 
gold coin and is connected by phvlologists with the Sanskrit 
snrartw. It was very common in South India, and particularly 
in the Vija>anagar kingdom. Haas bearing various names are 
mentioned in our documents, but the Hadadtaht hort predomi¬ 
nates. The power and the picsiige of I lie Bijapur and other 
Sultans seem to have imparted to then /ma* a unique measure of 
reliabilit\ and acceptability. As an important incident of 
so\cieignty, Shixaji had his uwn hon coined, and specimens of it 
have been found. It w ill be surprising to know that in spite ot 
the very high purchasing power of mone\ in ShivajPs time, 
compared xxith what it is to-dav, the gold coin was used in those 
da vs in all kinds of accounts and transactions, though this was, 
o( course, impossible in the ordinal*) day-to-day dealings. Thus 
tin* land revenue of villages is fixed in terms of lions , and the coin 
figures in a similar manner in royal grants, in loans and in sales 
and purchases of propeltvd The ntohor is rarely mentioned in the 
documents of our study, and references to it occur, if at all, as a 
piece of bullion rather than as a coin. Romaic observes: 

“ Krishnaji Annul Sabhasad, the writer of one of the best bakhars 
of vShivaji and his times, mentions no less than twenty-six different 
sorts of hans or gold coins ot ditlerent values and weights cunent 
in Southern India in tin* sexenteeuth century. Some ot these 
apparently bore the names of the sovereigns of Yijayanagar, such 

1 “ It was the gold coin which enjoyed the largest circulation, and the silver 
rupees were only subsidiary to it This fact is best evidenced by the sanud giants 
of cash allowances issued by Shivaji Ranade . “ Currencies and Mints under 
Mahratta Rule,** 
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as Rhivarava, Krishnaraya, Rama ray a, etc. Rat many more were 
called after the places or towns in which they were coined or issued. 
As the Vijayanagar kingdom had ceased to exist after 1564, these 
local currencies must have been allowed to continue by their 
Mnhomedan successors. The Mahomedan rulers of the Deccan 
issued their own gold and silver coins such as the Rhahi rupees 
and the Padashahi ham which latter are mentioned by Sabhasad.” 2 3 

Tlie lion appears to have weighed from 2? to masas- 
According to Ranade, the latter weight was quite common in the 
time of the Peshwas, and presumably the Padashahi hon of 
Shivaji’s time coniained the same weight of gold. Rhivaji’s copper 
pice, known as the shinmti/i, was current in Poona till the close 
of the last century, but his silver rupee has not yet been traced. 
Shivaji’s hon which was exactly like the hon of Sadashivaraya of 
Vijayanagar, weighed slightly more than three masas.* The hons 
were spoken of as “ Pagodas ” by Europeans, and Mr. Moreland 4 
tells us that he could find no numismatic data showing the precise 
metallic contents of the different pagodas and follows the account 
of their values given bv Tavernier. Captain Jervis, 5 however, 
gives us the definite weights,,and according to him, the weight of 
ihe common hon or pagoda was 61 2 grains troy, while that of the 
Saturn pagoda was 50 grains and the Rheerkanee hon of Sholapur 
and Ruichur weighed 49*5 grains. Following Tavernier, Moreland 
states that the old pagodas of the Vijayanagar Empire were at a 
premium as compared with those struck later by the Mahomedan 
rulers of the Deccan. Moreland gives the rupee equivalent of 
the old hon as Rs. 4 to 5 and of ihe new one as Rs. 3 to 3£. It 
has been calculated 6 with reference to Akbar’s coins that the ratio 

2 Ibid. 

3 The Bharuta Itilia-sa MandaTa Panchama Sammelan Vritta, p. 121. 

4 From Afcbar to Aurangzch. 

5 Captain T. B Jerrvis : “ Weights, Measures and Coins of India." 

6. V. C. Bendre’s article in the Quarterly Journal of tfio Bharata Ifihas* 
Mamlala, Poona. 
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between gold and silver was 1:9*4, and if we suppose that the same 
ratio held good in the Deccan about the time of Shivaji’s birth, 
the current hon in Maharashtra should have weighed slightly more 
than 31 vuisas or about 58 grains troy. In an old Marathi 
document 7 giving the detailed land revenue demand of the govern¬ 
ment according to the system of Malik Ambar, the hon is taken 
at Rs. 3 in value. In a paper dated 1667 a.d. containing parti¬ 
culars of an account between certain parties in Supa (at present 
in Poona District), we find a mohor valued at Rs. 13; and Rs. 44 
are taken as the equivalent of 13 lions. One does not know what 
the weight of this mohor was. Among the numerous gold coins 
struck in Akbar’s mints there was one which weighed 1 tola , 2 
maxax and 4, 5 (/mijas and it appears to come very near the above- 
mentioned mohor . Wo have another record® of market prices in 
Maharashtra dated Klmka 1628, that is, 1706 a.d. in which the 
mohor is valued at Rs. 13-13}. What is more interesting in 
this statement of market rates is that we have there the relative 
values of gold and silver definitely given. Gold is Rs. 14 per tola 
and silver is 12} maxax per rupee. The ratio of gold to silver, 
therefore, works out at 1 :141 and not at 1:94 as in the case of 
Akbar’s coins as mentioned above. The weight of the mohor 
whose price is quoted in the two price lists referred to already, 
must, therefore, have been about 11 maxax and l fjanja and at 
Rs. 3, the hon must have weighed about 2i maxax and at Rs. 3|, 
3 maxax. We find among Akbar’s gold coins, one approximately 
of this weight, but its value in silver is given as Rs. 9 and not 
Rs. 13 as in relation to the Deccan coin. The disparity in the 
ratios of gold to silver may perhaps he accounted for by the fact 
noticed by Ranade, viz., that “ in North Tndia the silver rupee 
coin circulated most widely and the gold mohor was only a supple¬ 
mentary coin,” while “ in vSouthern India the condition of things 

7 “ Marathyanohya Itihasachi Sadhane,’ 1 Vol. 20, p. 19, 

9 “ Pnrandore Paptar " I, p. 16, 
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was reversed, especially to the south of the Krishna river.” Gold 
being preferred for the purposes of coinage, the monetary demand 
for silver was small and hence ihe cheapness of ihe white metal 
in Southern India as compared with the north. In ihe earlier 
Mahratia records, ihe silver coin is less frequently referred to 
than the gold and the copper currency. 

The most interesting* monetary unit which we come across in 
these early records is, however, the fahha, and it is usually asso¬ 
ciated on the lower side of value with the rid ha and on the higher, 
with the hon. It is an undoubted fact that 48 rukka* made a 
I a l kit- Hut the baffling questions that must he asked in this 
connection are, was this species of money, viz., the tali ha, merely 
a money of account or was it a coin? 11 it was a coin, was it made 
of silver or coppei ? And what were its metallic* contents and 
values? \\ e call the-e questions baffling bec ause not only are 
the ttihla and ihe nth ha used in our records also as measures o! 
laud, 9 but they clearly refer to different values as monetary units 
when they are s<> used. The word 1 aid’d was fiist of all, loosely 
used, as it is used even to-day, to moan money in general and the 
term is used to mean a rupee, f believe, in Bengal at the present, 
moment. As a copper com, the tahha is identified with the dam 
of North India and is believed to he equivalent to two pice in value*. 
Moreland sa\s:— “ Tarha is a word which is sometimes difficult 
to inter]) ret. The Dutch took the rupee at 24 of their stair cm, so 
tarha hen* denotes Akhat’s dam-, about 80 of which at this time 
went to tin* rupee* ” In his “ Indian Keononnc Life/’ Prof. Brij 
Niii'nin says:—“ Now a tarha means 2 pice, ft or 6 Ulricas would 
be 10 to 12 pica*. If on pice are reckoned to the rupee (see below) 
ft or (> far lx as would he equal to 41 to 5} stuirers (24 .Universal 
rupee). The dam was thus equal to 2 pice, but its relation to 
the rupee \aried, and in 1(537, 50 to 55 pice made the rupee. 

9 The measurement of land an ho many talkm s or ruhhas in the sanads—village 
papers ol Slnvap's tune—opens up an interesting problem winch T hope to discuss 
on another occasion. 
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About 30 to 40 tab Las must, therefore, have gone to the rupee in 
the seventeenth century, if we may strike an average. Tt is 
curious to note that the pan xa is rarely referred to in the earlier 
available Mahratta records in which rubka and its multiples like 
the 1m,ba and the *axa</a n i abound. The Shivarayi pice was ten 
maxax in weight and there was also a double pice or the tllmlnt 
which weighed 22 masas. This latter coin probably corresponded 
to the tab/a v and the dam. Aldmr’s dam is said to have weighed 
20 maxax and 7 yunjax. We may, thus, presume that the (abba 
of the Mahiatta records ol Shivajibs time referred to a copper cojn 
ol somewhat similar weight and value. 

Hut we have icason to believe, on the stlength of authentic 
and indisputable evidence, that the lakka must also have been a 
money ot account ol a higher denomination than a dam or a 
(I/taint. A silver lakka is not known, and a copper takba ot such 
a high denomination as or o annas, is inconceivable as a coin, as 
we shall presently see. An order in connection with an lua.ni, 
dated It>04 a.j>., contains tin* following calculation: —** J)uj1\ 25.1 
ntblas, and taking 354 days to the year, the total works out at 
LSS (akkas and 3 rukhax , which at 12 /akbax to the /cm, makes log 
hoax." It the lion is taken at Its. 3, the (abba is equivalent to 
4 annas. In anothci paper ot an earlier date, 10 LI tab/as are as 
equivalent to a /ion. In a document of the year 1030 A.n. n 481 
takkax have been converted into 45 honx which gives 10 [ (abbas 
to the /ton. Similar instances may be quoted at libitum, but one 
more reiereuce will suliice. In a statement 12 ol market quotations 
lor a town in the Xatara District, and dated lObb a.d., the selling 
and buying rates lor the hou are given as 9j and 9A tab bus . It 
should lie noted that the word takba* is qualified by the word 
bhurda which precedes it. Now khurda has been defined in the 
Rajyavyava/mra-Kosha, a compilation prepared by a learned 


10 “ Saiuartka Sariipvada>aclu Kagadapalre,” pp. 15*46. 

11 Nlnvaoliaritra Kfthilyu, Vol. II, p. 102. 

12 Kliivacharitra l’radap. 
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Pandit under the orders of Shivaji himself, to supply Sanskrit 
equivalents for Persian words in administrative terminology, as 
tamra-drarya a or copper money. It must, therefore, be tentatively 
concluded that the takha besides being a copper coin of small 
denomination, must have been a money of account also, about a 
fourth of a rupee in value . 14 Further discussion of this subject 
has to be put off to another article, as the hypothesis advanced 
here needs to be developed and more clearly explained. 

' 5 “arcnpai g Rig.” 

14 A copper coin of the value of a fourth of a rupee would have to weigh 
about 20 tolas I Tt is, therefore, an unthinkable proposition. 
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1. The Method of Investigation. 

The investigator ol mortgage indebtedness first turns liis 
attention to the annual reports id the Registration Department, 
hoping to find theiein all tlie data he requires lor a scientific 
examination of the piohlem. As it usually happens the adminis¬ 
tration records, though they contain much useful information, 
are sadly deficient in one or two respects which are fundamental 
to the enquiry. Consequently he is led to the Registry Offices 
themselves wherein all mortgages of the value of lls. 100 and above 
are compulsorily registered and those below the sum ol Rs. 100 
are registered at the option of the parties. The registered docu¬ 
ments also contain data which are certainly more informing than 
those found in the annual reports of the Registration Department, 
but do not comprehend every important circumstance ol mortgag¬ 
ing without a knowledge of which the scientific 1 value of his con¬ 
clusions will be greatly diminished. The investigator therefore 
will not only make use of the annual reports of the Registration 
Department as well as the detailed records of the Registry Offices but 
will carry out his enquiry to the last stage, viz., an examination 
of the individual mortgages of at least a few typical villages. 
Thereby he will verify the data supplied to him by the official 
agencies and also collect information on all those aspects of 
mortgages which do not interest the official agencies. 

129 
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This part of the enquiry is concerned with the results of a 
detailed examination of all the mortgages in 128 villages of the 
Mysore State scattered in all parts of the country and represen¬ 
tative of the different economic regions. A schedule was drawn 
up with headings and blank spaces, printed and widely circulated. 
The Revenue Department issued instructions to the local officials 
to aid in the enquiry and they in their turn supervised the work 
of the Khekdars who were charged with the returns in their own 
particular area. To satisfy ourselves that the returns were 
accurate and the schedules properly filled up we visited several of 
those villages which were selected for the enquiry. Thus every 
safeguard has been adopted to ensure the accuracy and reliability 
of the original data. Altogether 128 villages were surveyed and 
all the mortgages in those villages, 1,220 in number, were studied. 
The schedule contained Iff columns;— 

1. Name, caste, occupation of the mortgagor. 

2. Name, caste, occupation of the mortgagee. 

8. Total area owned by the mortgagor. 

4. Total area mortgaged by the mortgagor. 

ft. Total area cultivated by the mortgagor. 

0. Total cultivated area mortgaged by the mortgagor. 

7. Year of mortgage. 

8. Period of mortgage. 

!>. Causes of mortgage. 

10. Simple or usufructuary mortgages. 

11. Mortgage debt. 

12. Rate of interest. 

13. Land revenue of the mortgaged land. 

14. Year of redemption. 

15. Method of redemption. 

1(5. By whom effected. 
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2r Classification of Mortgages. 



No. of 
Cases 

A tea involved 
(in arrow) 

Total mortgages in 128 villages 

1220 

12,407 

1. Mortgages by agriculturists ... 

1001 

0,254 

(a) to agriculturists 

490 

3,985 

(b) to non-agriculturists 

571 

5,269 

2. Mortgages by non-agriculturists 

105 

3,153 

(a) to agriculturists 

54 

340 

(b) to non-agriculturists 

111 

2,813 


Tin* salient point to be noted is that the agriculturists have 
mortgaged 5,209' acres to non-agriculturists, while the latter have 
mortgaged only 840 ac res to the former, thus lea vino* a balance 
against agriculturists and in favour of non-agriculturists of 4,929 
acres. The position may be compared with that of the Punjab. 
Investigation conducted by the Punjab Board of Economic Inquiry 
in two assessment circles of that Province showed that there was 
a balance of 871 acres in favour of agriculturists, the total area 
mortgaged being 21,789 acres. One is led to* observe that in 
the Mysore villages the lion-agriculturist money-lender is pre¬ 
dominant. The need for agricultural credit can be met only to a 
limited extent from the resources of the cultivating villagers. 1 

Tn all parts of India there is a general impression that land is 
continually passing from agricultural to non-ngrieultural classes 
and the hereditary cultivating class is being expropriated by those 
who do not themselves cultivate the land. The Royal Commission 
on Agriculture expected that evidence would be furnished which 
would confirm the general impression. But outside the Punjab no 


1 Vide Rural Section Publication—5 by Singh and Calvert, p. ‘2. 
Jbid —14 by Akbtar and Calvert, p. ‘2, 
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figures were placed before them and they had to be content with 
repeating the general information that there is continuous transfer 
of land from the ancestral cultivating classes to non-agriculturists. 2 
The present inquiry shows that Mysore is no exception to the 
general rule. In tact the transfer of land is proceeding apace in 
the State and tin* only way to stop it is by statutory restriction of 
alienation of land such as is brought about by the Land Alienation 
Acts of the Punjab and the Central Provinces. The seriousness 
of the position in Mysore is brought out by the figures given below, 
though it must be borne in mind that every mortgage transaction 
does not result in an immediate transfer of property or possession. 

In 490 cases both parties are agriculturists. 

In 571 cases mortgagors are agriculturists and mortgagees 
non-agriculturists. 

In 54 cases mortgagors are non-agriculturists and mort¬ 
gagees agriculturists. 

In 111 cases both parties are non-agriculturists. 

The mortgages in the 128 villages under examination may be 
broadly divided into two classes-—simple and usufructuary, or in 
plain la iguage without and with possession respectively. In 
Kannada the former are known as A Ah am and the latter as Bhogya. 
Almost all mortgages are of the simple type. Of the 1,237 
mortgages 1,130 (02*2 per cent) are without possession and only 96 
(lb per cent) are with possession. The amounts borrowed under 
each category are Rs. 8,48,525-1-5 (94-5 per cent) and Rs. 48,873-9-6 
(6-5 per cent) respectively. 


Z Yule Report of the Royal ComuiiHaum on Agriculture, j>. 121, para 36$. 
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3. Area under Mortgage. 

The classification of the total area mortgaged by different 
parties in all the 128 villages is given below. 

Total area owned by the mortgagors ... 19,179 acres. 

Total area mortgaged by the mortgagors ... 12,407 # ,, 

Total area cultivated by the mortgagors ... 14,958 ,, 

Total cultivated area mortgaged by the 

mortgagors ... ... ... 10,940 ,, 

Thus 04 per cent of the total area owned is mortgaged while 
of the total cultivated area 78 per cent is mortgaged. Tin* balance 
is the margin available for further mortgaging. The margin 
appears particularly small when it is realised that mortgage is the 
last resort of the agriculturist. Prior to the act of mortgage he 
will have involved himself in various kinds of debt. Rather than 
mortgage his land and suffer his izzat to be lost he would raise 
a loan that while keeping his land unencumbered would jeopardise 
his economic independence. In a village there are several modes 
of obtaining credit: by oral contract without security, by unstamp¬ 
ed chit, by entry in the sahukar’s or trader’s accounts, by simple 
bond with or without security, by pledge of movables by advances on 
growing crops, by account current, by simple -mortgages and by 
mortgages with possession. The modes of incurring debt are 
several and the volume of debt fed constantly from these various* 
sources keeps on growing. Expert opinion confirmed bv our 
observation in particular areas considers that at the time of the 
harvest three-fourths of the rural people borrow for seed, manure 
or maintenance either grain or money. For this enormous load 
of debt the only security of the agriculturist is his cultivated land 
and of this land, as shown by our inquiry, he has mortgaged 73 
per cent. 
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4. The Consideration Money. 


Total consideration Rs. 8,97,398-1(1-11. 

The following table gives the amount advanced by and owing 
to agriculturists and non-agriculturists:— 


Advanced 


by agriculturists .. 


Advanced 


by non-agriculturists 


to agriculturists 
Rs. 2,90,164-14-5 
to non agriculturists 
Rs. 61,543-3-0 

to agriculturists 
Rs 4,49,647-0-0 
to non-agriculturists 
Rs. 96,043-9-6 


Total amount due from agriculturists 
.» » advanced by „ 

Balance against agriculturists 


Total amount advanced by non-agriculturists 
11 ,, due from ,, 

Balance in favour of non-agriculturists 


Rs. 3,51,708-1-5 39 % 

Rs. 5,45,690-9-6 61 /, 


Rs. 7,39,811-14-5 
Rs. 3,51,708-1-5 

Rs. 8,88,103*13-0 

Rs. 5,45,690-9-6 
Rs. 1,57,586-12-6 
Rs. 3,88,103-13-0 


The net effect of the advances on the agriculturists qua 
agriculturists is not to their advantage. There is a very large 
balance against the agriculturists and, as it happens in a good 
many ca*os, the debt mav be liquidated with the consequence that 
land is sold oi* trunsfeired to the moitgagec who is a sahukar or 
at any rate non-agricultimst. As was pointed out by the Deccan 
Ityot’s Commission the debtor in fact defers mortgaging his land 
as long as he can probably because he knows that when it is once 
mortgaged lie will find it very difficult to raise money from others 
and therefore experience has shown him that the mortgage is the 
beginning of transfer to the sahukar. 

In the 128 villages the total consideration money amounted to 
Rs. 8,97,198-10-11. The average debt per village therefore works 
out to Rs. 7,010-14-0. And the average debt per mortgagor, there 
being 1,220 mortgagors in 128 villages, is represented by 
Rs. 731-16-6. When it is remembered that the average cultivated 
holding in Mysore is (i| acres and that the predominant form of 
cultivation is “ dry land ” an average debt of Rs. 731-15-6 is very 
considerable. But a figure standing by itself is of very little 
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meaning. To bring out its real significance it has to be compared 
with the results of the enquiries made elsewhere. 


Area 

(1) 1895, the Madras Presidency 

(2) 1907, Ahmednagar villages ... 

(3) 1!>13, Buroda State 

(4) 1919, Bengal 

(5) 1925, the Punjab 
((>) 1929 1 , Mysore 

These figures were collected 
varying conditions, at different. 


A vi*rage l)cl»t 

Its. 190 per indebted family. 
Its. 371 per occupant. 

Its. 450 per individual holding. 
Its. 379 per co-operator. 

Its. 103 per indebted pioprietor. 
Its. 732 per mortgagor. 

in widely-scattered areas, under 


times and for dissimilar units, 
factors which diminish their comparability. But they show beyond 
a doubt at least one thing, though not with mathematical accuracy, 
that debt in Mysore is a very severe burden. 


5. Conditions relating to Interest. 

The following table illustiates the rate of interest charged as 
well as the amount of consideration money: 

Kate of Inteiest No. of Oases ionsHmifion Money 

Uh 


9% and less 

140 

2,18,841 


(11-37%) 

(24-38%) 

Above 9% and not exceeding 12% 

700 

4,91,190 


(58-9%) 

(54-73%) 

Above 12% and not exceeding 15% 

170 

71,824 


(13-04%) 

(8%) 

Above 16% and not exceeding 18% 

09 

24,700 


(5-35%) 

(2-75%) 

Above 18% and not exceeding 24% 

15 

9,720 


(110%) 

(2-75%) 

Above 24% 

1 

40 



(1 07%) 
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It can be stated that the normal rate of interest is in the 
neighbourhood of 12 per cent. Nicholson estimated the average 
rate on mortgage loans for Madras in 1895 at about 12 per cent 3 
while Darling’s estimate for the Punjab in 1925 lay between 9 and 
12 per cent. 4 In the Mysore villages there were 27 cases where 
interest in kind was taken, the amount of consideration being 
Hs. 32,150. In a few cases instead of the interest being paid in 
money or in kind there was ihe “ Jita ” system by which the 
mortgagor himself or his representative undertakes to serve the 
mortgagee on his land for a stipulated period and do all the 
necessary labour on the . mortgagee’s land. Such a system is 
indistinguishable from serfdom. 

The rates themselves must not be taken at their face value, 
for behind the loan transactions there are several invisible items 
which considerably add to the burden of the interest charges. 
Thus discount or commission is frequently deducted from the 
capital and interest itself may be deducted in advance to the 
advantage of the lender. Or again the amount may be overstated 
and numerous dues and services required of the debtor such as 
presents of vegetables, services of tanks, gifts of fodder and 
support in disputes. Bonds also contain penal rates in case of 
default. All these considerations obtain an added weight from the 
fact that the mortgages generally represent not a single transac¬ 
tion between lender and borrower but is the culmination of a 
series of transactions in which interest is piled upon interest. There 
is a particularly ruinous system existing in the districts of Kolar 
and Tumkur. It is known as the “ Kanthu ” system. The entire 
interest for the full period on the full sum is deducted in advance 
while the capital is made repayable in a fixed number of monthly 
instalments. No counter-interest is allowed on the instalments as 
they are paid off. In this way a 10 per cent nominal rate may 

3 Vide Nicholson’s Report regarding the possibility of introducing Land and 
Agricultural Banks m the Madras Presidency, Vol. I, p. 234. 

A The Punjab Peasant in Prosperity and Debt, by Darling, p. 218. 
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become 20 per cent in actual fact. Nicholson first drew attention 
to the “ Kanthu ” system as existing in ^ome districts in the 
Madras presidency, e.g., Salem. 

6. Period of Mortgage. 

A statistical analysis of the moitgages shows that m 704 cases 
no period has been specified, in ;?27 cases the period is f> years and 
less and in 135 cases the period is above 5 years. As a general 
rule the usufruct nary mortgages run for a longer period than 
simple mortgages and mortgages in the malnari districts are of 
greater duration than those in (he intndnn districts. 

The significance of the large numhei of mortgages without 
any specified period should not lx* lost sight of. The mortgagee 
does not demand repayment of the loan \\ hen the mortgagor is 
in good circumstances and the security in good condition hut 
attacks him when he is in financial straits and may even coerce 
him into signing any terms. Moreover mortgages on demand or 
for very short periods are not calculated to benefit the mortgagor 
for it is not possible for any loan taken for such productive purpose 
as land improvement, or purchase of cattle to replace itself in one 
or two years. 


7. Methods of Redemption. 


Method of Redemption 


No. of 
Cases 


Amount 


Percentage 
of the Total 
Amount 


Rs. 


Automatic Redemption 

i 

43 

IS,044 

2*01 

By sale of lands ... ... ... | 

74 ! 

30,705 

3*42 

By savings 

256 j 

2,16,295 

24 09 

Miscellaneous 

256 | 

1,48,023 

1648 

Not stated 

661 

4,84,330 

54-0 

Total ... 

1290 

8,97,397 

100 


F. 3 
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Writers on rural indebtedness are prone to discuss at great 
length causes of mortgage, rates of interest, size of loans and so 
forth, but they baldly ever include a study of the methods of 
redemption within the scope of their investigation. That subject 
is entirely left to slipshod observation or facile generalisations. 
It is mainly to throw light on an aspect of the problem hitherto 
kept in the dark that we included in our schedule a number of 
questions regarding the redemption of debts. The data collected 
has been classified under several heads. The results arrived at 
are not very illuminating but are good indications of the extent 
to which providence and foresight plays in the borrowing transac¬ 
tions of the agriculturists. 

Out of a total of 1,290 mortgage cases there was provision for 
automatic redemption in 43 cases and 256 mortgages were 
redeemed by savings. They represent only a fourth of the total 
transactions. As regards the remaining three-fourths it must be 
stated that there was no definite arrangement for redemption. In 
as many as 661 cases, a little more than half the number, the 
methods were not stated because there were no methods to state. 
The mortgagor had neither the ability nor the willingness to rescue 
his lands. The mortgagee, on his side, is reluctant to accept 
redemption, the reasons being the same as those adduced by the 
Report of the Royal Commission on Agriculture: u The repayment 
of capital soundly invested makes it necessary to search for 
another equally profitable investment; mortgages which have been 
in force for a long period give possession of larger areas for 
smaller sums than do new mortgages; and there is always the 
disinclination of the businessman to lose a satisfactory client.” 5 


& Vide Beport of the Jtoyal Commission on Agriculture, p, 419, para 554, 
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8* Causes of Mortgaging. 


Particulars 

Expenditure of 
the total consi¬ 
deration 

Percent¬ 

age 

• 

Rs. 

a. 

P. 


Settlement of prior debts 

4,66,883 

11 

5 

51*0 

Purchase of land 

64,650 

0 

0 

6-09 

Land improvement 

36,890 

0 

0 

4*11 

Productive purposes—more than one 

77,745 

6 

0 

8*66 

Purchase of family requirements ... 

42,209 

0 

0 

4*7 

Marriage and other social functions... 

33,791 

0 

0 

3*75 

Unproductive purposes—more than one 

85,445 

0 

0 

9*52 

Miscellaneous purposes ... 

1,00,884 

9 

6 

11*24 

Not stated 

9,950 

0 

0 

*91 

Total 

8,97,398 10 11 

100 


The list gives the detail of the expenditure of Its. 8,97,398- 
1041 which is the total consideration. It shows that by far the 
largest item amounting to about half the total amount is 
(i settlement of prior debts.” The term is somewhat misleading 
because the item in the table does not generally mean a real 
liquidation of the previous debt but an arrangement whereby the 
creditor receives more tangible security than was formerly given. 
A settlement of prior debt thus in many cases amount to a renewal 
of debt. 

The remaining amount of the consideration money that is a 
little under 50 per cent of the total, is expended on produc tive 
purposes such as land improvement and unproductive purposes such 
as social functions in about equal proportions. 

A noticeable fact in the Table and one which has been 
confirmed by correspondence and experience is tbe insignificant 
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part played by land improvement in the borrowing programme of 
the cultivators. Anything thut tends to the improvement of land 
tends to the increase of produce out of which the original outlay 
on the improvement and the interest charges can be met. The 
luck of foiesight on the part of the agriculturists is best shown 
by the compai ati\ ely small amounts iuvested in the digging of 
wells, in the. construction of bunds and in the deepening of tanks. 


9. Land Revenue and Debt. 

The following fable is constructed to show the mortgage debt 
in terms of laud revenue: 


1 

Name of 
District 

No. of 
Villages 
Surveyed 

No. of 
Mortgage 
Cases 

Total 

Mortgage- 

Debt 

Land Reve- Debt's 
nue of the Multiple 
Mortgaged j of Land 
Land ! Revenue 

Hassan 

4 

48 

Rs. a. p 
59,681-0-0 

Rs a. p. ' 

1,003-15-0 ' 59-5 

Chitaldrug .. 

22 

204 

1,46,600-0-0 

2,825-15-0 ; 51*8 

Bangalore ... 

82 

504 

2,29,248-9-6 

4,682-10-7 : 48-9 

Kadur 

16 

105 

1,65,166-0-0 

4,792-4-0 ! 34-5 

Kolar 

25 

10<) 

89,318-0-0 

2,610-6-9 34-2 

Tumkur 

! 14 

54 

1,09,636-1-5 

j 3,766-8-8 29-1 

Shimoga 

i 7 

60 

71,325-0-0 

2,668-2-0 27-8 

Total 

120 

1 

1 1,075 

8,70,963-10:11 

22,244-18-0 39*1 


The sum total of an agriculturist’s debt is not a proper 
measure of his indebtedness. His debt must Ire related to his 
general resources. An agriculturist’s resources are best gauged 
by the amount of land revenue that he pays, because roughly 
speaking the land revenue a man pays is proportioned to the yield 
of his land. Thus in two contiguous taluks the per capita debt may 
be the same, vet if in one taluk it is thirty times the land revenue 
and in the other only ten the inference is that the former is three 
times as badly off as is the latter. Therefore debt in terms pf land 








MORTGAGE DEBT OF MYSORE VILLAGES 141 

revenue, or as it is technically called, debt’s multiple of land 
revenue is the best measure of a landowner’s indebtedness. It 
will enable us to compare two groups of agriculturists of two 
different tracts of land regarding pressure of debt. 

The total mortgage debt of the* villages represents 35) times 
their land revenue. And as these villages may be regarded as 
typical of the different agricultural regions the mortgage indebted¬ 
ness of the State may be estimated as 39 times its land revenue. 
With this multiple as the standard measurement one gets an idea 
of the pressure of the debt. On the very conservative supposition 
that land revenue demand represents only one-fifth of the net 
income of land a multiple of 3!) means that the average mortgagor’s 
debt is equal to about 8 times his annual income. Darling’s 
estimate of the debt’s multiple for the Punjab is 15?, from which he 
reckons the average proprietor’s debt as equal to about three times 
his annual revenue. Darling judged the burden of the Punjab 
peasant as one that “ can hardly be regarded as light.” 6 While 
Darling included in his estimate “ secured ” as well as 
‘‘ unsecured ” debts, in this enquiry only mortgage debt is taken 
into consideration. The pressure of the mortgage 1 debt alone, as 
Darling's hypothesis, is out of all proportion to the capacity to 
bear it. * 


6 Vtde Darling’s Punjab Peasant in Prosperity and Debt, p. 10. 
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63 Bhimasamodra ... j Do. .. 18 160 ! 39 ! 143 25 30,810 247 

54 Bharmasagara ... j Do. 6 239 2 j 42 33 10,400 136 
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Bilchodu ... - ... I Jagaluru ... | 10 I 360 ! ... I 300 | ... | 8,460 


MORTGAGE DEBT OF MYSORE VILLAGES 147 









Estimate Mortgage Debt in the 128 Villages— ( Continued ) 


148 V. l. d’souza and b. s. krishnaswamiengar 



98 Amani Bettekotekere • Devanahalli ... 2? 10 34 10 34 6,200 67 16 

00 Vadigerahalli ... Do, ••• 12 30 12^ 19 39i 9,770 99 8 

199 Viswanathanagarahlli... Bangalore ... 9 10 2 10 2 3,070 42 14 








103 I Nagavaragraraa 
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ECONOMICS OF THE FOREIGN TRADE OF TNDIA 


BY 

S. C. Bose, 

Professor of History andl Economics, Sir Parash urninbkan 
Coll eye, Poona . 

Thnt foreign trade plays a very important part in the economic 
life of a modern nation will he admitted by all. In days gone by 
when transport facilities were few and the intercourse between 
distant countries was hazardous, international commerce played 
a very minor part in the economic structure of the world, the 
objects of exchange being mainly restricted to rare and costly 
commodities such, as precious stones, silks, spices, ivory and 
similar wares. Developments in transport agencies have, however, 
revolutionised international trade. “ Improvements in the means 
of communication and transportation and greater security of roads 
have made possible long-distance movements of any kind of goods; 
they have transformed the modern world into one immense marked. 
No articles are barred now from foreign merchandising because of 
weight, hulk, cheapness or perishability. Steam and electricity 
have united the farthest regions of the earth; they have placed 
the wheat fields of Canada and the United States, the cattle ranges 
of Argentina, the sheep pastures of Australia and New Zealand 
alongside the flour mills and the textile factories of (treat Britain, 
Franc© and Italy. Heavy and bulky commodities are being moved 
to-day over vast stretches of land.and sea with greater ease and 
smaller cost than light and compact articles were moved in former 
times .” 1 One of the most striking features of modern times is, 

l S* Litxnan : Eaeentials of International Trade, pp, 5*6. 
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therefore, the growth of international relations of ever-increasing 
complexity and influence . 2 The volume of world trade has 
multiplied many-fold and its spheres of influence in the economic 
life of the trading countries have correspondingly widened. 

” Industrial leadership has generally been accompanied by a 
large foreign trade; and partly for this reason there is a wide¬ 
spread notion that the volume of her foreign trade is a fairly good 
measure of a country’s prosperity .” 3 This view is wrong, and as 
the same author proceeds to say, “ Mere volume of trade shows 
nothing.A country’s foreign trade is likely to be increas¬ 

ed by a rapid advance in those industries which are already ahead 
of similar industries in other countries, because such an advance 
increases her power of exporting at a profit. But her foreign trade 
is likely to be lessened or at all events its growth is likely to bo 
checked by an advance in those industries in which she is relatively 
weak; because such an advance will tend to diminish her need of 
exports.” 

The mere fact that the volume of our foreign trade has grown 
many times is not, therefore, in itself a proof of a simultaneous 
growth of prosperity as has sometimes been wrongly supposed . 4 
To quote another writer: 

“ Conclusions aR to what a large per capita trade means for a 
country can be reached only after a careful investigation of all the 
factors involved in each particular case.* Larger per capita 
exports and imports may denote that a nation is prosperous, that 
it enjoys all the comforts and luxuries which accrue from a parti- 

2 C, F. Beatable : The Commerce of Nations, p. 2. 

3 Marshall : Industry and Trade, j>p. 14*15. Also see Benjamin Hoare: 
Preferential Trade, p. 65. 

4 Cf. “Whenever any outsider is venturesome enough to criticise the economic 
effects of the policy pursued by the Indian Government during the last thirty years 
in its vigorous efforts to develop the resources of India, the official apologist always , 
takes his stand on the one indisputable fact of the rapid increase of the foreign 
trade,” A. K. Connell iu the J.K.S.S., June 1885, p. 286, 
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Cipation in an international exchange of commodities, or it may 
signify that the people live in an unproductive territory and are 
obliged to give services and to export whatever they are able to 
wrest from the soil in order to import bare necessities, articles of 
simple food and clothing, fuel and building materials, sometimes 
even drinking water, as in the case of Aden, in South Arabia .” 5 

Though, as a whole, foreign trade has risen much in import¬ 
ance as can he observed from the growth of the volume* of world 
trade, the degree of importance that it plays in the economic* life 
of a people will, therefore, depend on the following factors:— 

” (a) The size of the country and the density of its popula¬ 
tion; 

(b) The geographic location of the country; 

(c) The volume and character of the country's natural 

resources; 

(d) The degree* of the economic development ot the country 

and the standard of living of its people ." 6 

Foreign trade will play a far more important part in the* case* 
of small countries with dense population and scanty agricultural 
resources but industrially well developed, than in that of vast 
and thinly-populated countries with ample agricultural resources 
for industrial progress. Among tlie former class may be mention¬ 
ed European countries like the United Kingdom and Germany, 
while the TI.S.A. may be said to belong to the latter group. 
Besides these, the extreme poverty of a country also restricts 'the 
progress of her foreign trade. Tn this class may he included the 
backward countries of Africa and Asia. 

India may be said to belong partly to the second and partly to 
the third group. On the one hand, she is a vast country possess¬ 
ing almost all *t.he vital necessities of life which are required for a 

5 S. Litman ; Ibid ., p. 42. 

6 Ibid., p. 10. 

F. 5 
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modern people. She is not in need of importing food-stuffs like 
the Northern countries of Europe; she also possesses mineral and 
agricultural resources which, if developed, will be able to satisfy 
her demand for most of the manufactured goods. On the other 
hand, she has got a dense population which is poverty-stricken. 
The standard of life is very low and we find that the per capita 
amount of trade is consequently very small. 

True, foreign trade plays a much less important part in the 
economic life of the Indian people than it does in that of the 
commercially advanced nations of Europe. Nevertheless, it must 
he admitted that foreign trade has gradually been playing a more 
and more important part in the economics of our country since 
the establishment of British rule. This can be seen from the rapid 
growth of our foreign trade which has, indeed, been the most 
characteristic 1 feature of all the economic changes India has under¬ 
gone in modern times. Whatever might have been the nature and 
extent of our foreign trade in the past, it can be unhesitatingly said 
that it played quite a negligible part in the economic life of the 
people till the middle of the last century. The same is not true 
to-day. Since the beginning of British rule, along with the 
growth of transport facilities and world commerce the foreign 
trade of India also has grown greatly in volume. A large variety 
of articles of common use. has replaced the luxurious goods of 
ancient trade. This growing trade and its nature have profoundly 
affected our agriculture and industry. They have also raised 
India to a position of eminence in the world market. Trade rela¬ 
tions have gradually been established with almost all the import¬ 
ant countries of the world and this growth of trade has come to 
play an equally important part in the economic life of those 
countries as well. Now, the question arises: how far has this 
growth of foreign trade been beneficial to India apd added to the 
prosperity of her people? 

The modem theory of International Trade is based on one 
fundamental idea that it is “ advantageous and benefiting both 
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sides,” a proposition which we do not contradict. But we do 
not agree with Bastable that “ a consideration of what is our 
proportion of gain is after all more a question of scientific curiosity 
than of practical importance .” 7 If, for example, by developing 
her industries, India can multiply the gains from her foreign trade, 
there is no reason w T hy she should remain content with only a 
slice which may come to her by exporting only raw materials. 
The nature of the commodities exchanged must, therefore, be 
carefully examined before arriving at a conclusion as to what the 
real advantages of a country’s participation in foreign trade are . 8 
Again, it is also necessary to see as to who constitute the two 
sides. It is not always true that they should invariably represent 
different interests. Owing to political subordination or some 
other cause, it may be possible that the so-called exchange of 
goods between two countries may really mean a transaction between 
the people of the same nationality, some at home and some abroad. 
For example, the exports of tea from a plantation owned and 
managed by Britishers to England and the import of machinery 
in exchange for use in the same plantation would mean that the 
mutual gains arising out of the transaction really go to the 
nationals of the same country. The investment of foreign capital 
in a country and the exploitation of her agriculture and industry 
by foreign entrepreneurs, which give rise to the consequent inter- 

7 C. F. Bastable : Ibid., pp. 20-21. 

9 Cf . “ It is not a matter of indifference whether the articles concerned in 
imports and exports are destined for final consumption or for use in further pro¬ 
duction, i.e., whether they are consumer’s or producer’s goods. Thus the national 
economy of a country is certainly more favourably affected when one hundred 
million Marks are used to purchase raw cotton which will be increased in value 
many-fold in succeeding transactions by the industry, than if the hundred millions 
had been expended for coffee to be consumed at the same .value. So when 
machinery, electric apparatus, railway material, etc., are purchased, which find 
enduring application in the productive process of the country, a different judgment 
must be passed of such transaction than that which is applicable to the importa¬ 
tion of fashionable articles of women’s apparel which is merely consumed and do 
not survive a single season.” Joseph and Grunzel: Economic Protectionism, p. 64. 
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national exchange of goods, do not add to the prosperity of her 
f>eople by trade as such, though their ultimate effects on agri¬ 
culture and industry may be beneficial. In order to evaluate the 
benefits of foreign trade, the invisible items of trade which indicate 
a country's gain or Iosn on this account must be carefully consider¬ 
ed. The nature of these invisible items of trade which results in 
an excess of exports over imports or vice vena is, therefore, the 
true index to the prosperity or otherwise of a country. 

Two remarkable features that are observable in the trend of 
our foreign trade since the middle of the last century are the 
preponderance of raw materials in export and of manufactured 
goods in import, and a steadily rising excess of exports over 
imports . 9 The significance of these two points must be closely 
studied before we are in a position to ascertain the advantages 
accruing to India by her foreign trade. It is not possible to make 
a statistical analysis so as to arrive at a particular amount of 
value; but an examination of the commodities of trade and their 
influence on agriculture and industry as well as of the cause and 
extent of the excess of exports over imports will indicate in general 
terms the effects of foreign trade on the economic well-being of 
the people. 

The development of foreign trade .has greatly affected our 
agriculture. The demand for a large number of Indian agri¬ 
cultural products has, to a great extent, stimulated their cultiva¬ 
tion. Tims the rise in the output of such agricultural crops as 


9 The first feature is a matter of common knowledge and does not require any 
further proof from me. As regards the second, the following figures bring out the 
tendency 


Period 

1860-61’to 1893-94 
1894-95 to 1915-14 
1914-15 to 1926-27 


Net excess of exports 
over imports 

48,873 

51,130 

36,419 


Annual average 
(value in lakhs of Ks.) 

1437 

2521 

2801 


See also, Jatbar and Beri: Indian Economics, Vol. If, p. 296, the table 
quoted from my unpublished thesis. 



ECONOMICS OF FOREIGN TRADE OF INDIA 


157 


oil seeds, cotton, jute and tea, has been very largely due to a 
flourishing export trade. This has not, however, been an unmixed 
good. The production of commercial crops for export purposes 
has often retarded the growth of food grains which has 
not kept pace with the rise in population and the progress of 
exports . 10 Nevertheless, it must be admitted that the develop¬ 
ment of the export tiade has very materially added to the agri¬ 
cultural resources of the Indian people. 

It has also been beneficial to the progress of such industries 
as jute and shellac. On the other hand, ihc import of metals, 
machinery and instruments has helped the establishment of modern 
industries in India, such as the cotton, jute and steel industries. 
Hut the growth of imports in most other articles has been other 
than beneficial to Indian industries. The rising imports of sugar 
have seriously affected the home industry. The imports of cotton 
and woollen manufactures, though they have not actually caused 
a decline of the home industries, have certainly retarded their 
progress. To put briefly, the growth of our export trade has, on 
the whole, been beneficial to our agriculture; but the effects of 
the growing import trade have been mostly injurious to the wel¬ 
fare of our industries. 

The growth of our foreign trade has not, thus, been an un- 
mixed good. What the net addition to the prosperity of the 
people as a result of the greater participation in international 
commerce has been is impossible to be expressed in actual figures 
by deducting its adverse effects on industry from its beneficial 
effects on* agriculture, though from the rise in the price of agri- 

10 The population of British India rose from ‘287-3 millions in 1891 to 318-9 
millions in 1921, thus showing an increase of 11 per cent. The total area under 
food crops rose from 187 million acres in 1892*93 to 208 million acres in 1923-24, 
showing also an increase of just 11 per cent. During the same period, the exports 
rose from 20-56 crores of rupees to 50-87 crores, showing an increase of 147 per 
cent, while the prices rose by only 74 per cent. See, also, K. L. Datta : Prices 
in India, Vol. I, Chapter IV, 



S. C. BOSE 


158 

cultural products, and the increasing imports of a number of 
manufactured goods of general use it may be conceded that there 
has been some addition to the income of the people. But what 
is more important to note is that foreigners have very materially 
gained by participating in Indian trade. Whereas the growth of 
our foreign trade has been partially injurious to the welfare of 
this country, its effects on the well-being of other countries have 
been entirely beneficial. 

The exports which have added to the agricultural resources 
of India have, at the same time, led to the industrial development 
and general economic welfare of the importing countries, as these 
consist mainly of raw materials and food grains. Thus the 
existence and prosperity of the Dundee Jute-manufacturing 
industry depend solely on the imports of the Indian raw material. 
The exports of tea and wheat from India satisfy the vital needs 
of the Britishers; those of hides and skins have added to the 
prosperity of the leather-manufacturing industry in the United 
Kingdom, the TT.S.A. and Germany; those of seeds have helped 
the growth of the oil-mill industry in France and elsewhere; those 
of raw cotton have led to the_ progress of the cotton industry in 
Japan and elsewhere; and so on. 

As regards the effects of the imports which consist mostly of 
manufactured goods, the industries of foreign countries have 
prospered in direct detriment to those of India. Thus, the 
prosperity of the Lancashire cotton industry depends greatly on 
a flourishing trade with India. Java owes the prosperous condi¬ 
tion of her sugar industry to a large trade with India. So also 
the rising imports of cotton and silk manufactures from Japan 
have led to the expansion of those industries in that country. But 
such progress in other countries has had injurious effects on similar 
industries in India. Of 001x1*86, the imports of such articles as 
machinery, metals, etc., for the manufacture of which there did 
not exist a corresponding Indian industry meant mutual 
advantage. 
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On the whole, it may be said that the share of India in the 
gains arising out of foreign trade must have been small; but the 
other countries have very greatly profited by trading with India. 
This has been, as will be evident from the above, due to the 
Undesirable nature of our trade, namely, the exports of raw 
materials in return for the import of manufactured goods, which 
have been detrimental to the interests oi our industries. 

Even supposing that India has been able to profit to some 
extent by her foreign trade, a deduction must be made from it 
for the share taken away by outsiders. Most of the profits 11 arising 
out of the extension of tea and coffee cultivation ultimately go 
to British capitalists who are the owners of the majority of the 
plantations. A part of the profits of the jute industry is also 
taken away by Britishers who control the mills. Besides these, 
the gains from an actual participation in the transactions of trade 
also go to foreigners who own many commercial houses all over 
the country. So also the profits from shipping, hanking, insurance, 
etc., which are incidental on the international exchange of goods 
mostly go to foreigners Tt will thus be seen that a large portion 
of even the apparent gain to India is really enjoyed by outsiders. 

We have already remarked about the growing excess of 
exports over imports. From the figures given in footnote 9 it will 
be seen that during the (57 years, 1800-01 to 1926-27, the net excess 
of exports amounted to 13,04 erores of rupees. Jn other words, 
merchandise worth 20.30 erores of rupees has, on the average, been 
annually exported from India in each of these 07 years for which no 
returns were received in kind. Of this amount the portion which 
goes to meet the Home Charges excluding interests on loans is 
of a political character, being a sort of tribute paid to the sovereign 
country by a subject nation. Account must also be taken of the 
new foreign investments made in India, the temporary effect of 


UWe refer to the commercial profits here, though the remark is true of 
industrial profits as well. 
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which is u reduction of the foreign liabilities of India. If w^, 
therefore, suppose that “ A ” is the net excess of merchandise 
exports, fc< II M the investment of foreign capital in India and 
“ C 99 the political Home Charges, then we can say that the extra 
gains of foreign trade, besides the natiual gains arising out of 
the mere exchange of goods, which go to foreigners are equal 
to A + H - C. 

In this connection, it may be argued that the interest charges 
paid on the investments of foreign capital do not mean a permanent 
loss to the country. For, a poor country like India must depend 
on foreign capital to develop her industries and, in the long run, 
the profits derived from the growth of industries more than, pay 
for the interest charges. If the foreign capital be had at a reason¬ 
able rate of fixed interest and is judiciously employed in develop¬ 
ing industries, the effects of foreign investment, being far from 
harmful, are positively beneficial. Hut when foreign investment 
takes the form of companies (incorporated outside India) which 
are owned and managed by foreigners (that has mostly been the 
case with the private investment of foreign capital as distinguished 
from the loans made by the Government of India for the purposes 
of irrigation and railways), it means only an exploitation of the 
resources of a country to enrich the foreigners without adequate 
lnmefit to the people of the land. 12 In any case, however, the 
exports which are made to meet the liabilities on foreign invest¬ 
ments mean that n share of the profits arising out of the growth o* 
industry and agriculture to the same extent is taken away by 
foreigners. 

To summarise, the development of our foreign trade has, on 

ifi Such forms of exploitation are most objectionable in the case of mineral 
industries; for, while in the case of an agricultural industry like tea or a manu¬ 
facturing industry like jute, there is a possibility of the people of the land enjoy¬ 
ing the full profits of the industries by ultimately taking them over from foreigners, 
the exploitation of mines means a permanent loss of mineral resources which 
cannot he got back and which must sooner or later be altogether exhausted. 
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the whole, been beneficial to the growth of our agriculture but 
detrimental to that of industry. It has been entirely beneficial 
to the countries trading with India. A portion of the gains arising 
out of the growth of agriculture and some of the industries is 
appropriated by non-Indians, as some of the agricultural and manu¬ 
facturing industries are owned and managed by foreigners. A 
further portion goes to meet the foreign liabilities of India for 
trade purposes such as charges for shipping, banking, insurance, 
etc. 

When allowance is made for all these factors, it may even be 
doubted if the growth of our foreign trade has at all added to the 
prosperity of the country which could not have been attained 
without it. 

Without going into the details of the theory of international 
trade, we may say that the growth of foreign trade is not an end 
in itself; it is only a means to an end which is the growth of national 
welfare and an addition to the economic comforts already enjoyed 
by a people. Under the present political structure of the world 
on the basis of independent and isolated states which necessitates, 
so far as possible, the self-sufficiency and autonomy of the individual 
nationalities, the play of the law of comparative costs must be so 
restricted as to ensure a diversity in production and the mainte¬ 
nance of as many of the ** key ” industries as possible. The 
idealistic condition visualised by the classical theorists of a com- 
munity of nations, each concentrating on the production of a 
commodity most suited to it and then a mutual free exchange of' 
goods so produced, thus carrying the division of labour to its 
furthest end, ignores the political organisation of the world as it 
is and its consequent result of the clash of interests between one 
country and another. What may be good for humanity at large 
may not be to the best interests of a particular nation in question. 
This conflict of interests between world economy and national 
economy, in which the latter must prevail, makes the feasibility 
of free trade utopian. At the same time, it is ridiculous to think 
F. 8 
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o£ the other extreme of having a country fully self-sufficient in 
every branch of agriculture and industry and of thus shutting out 
all exchange of goods beyond its frontiers. . A happy state of 
circumstances will lie in fully preserving the interests of a country 
and at the same time in* adding to the welfare of humanity at 
large, and not the sacrifice of national interests for an intangible 
common weal. 

Viewed in this light, it might be argued that a policy of 
developing the industries of the countries by judiciously restrict* 
ing the imports of manufactured goods and the exports of raw 
materials would have added more to the prosperity of the countries 
than the growth of trade on the lines it has taken place, has done* 
Countries with a scanty population and vast agricultural resources 
may find it for a time profitable to export their raw produce and 
import manufactured goods in return, in order to satisfy their 
immediate needs and to help the development of their industry 
and agriculture. Want of men is to be compensated for by import¬ 
ed machinery and its increased use. But even these countries 
will find it more profitable after a time to retain the raw materials 
inside the country, turn them into manufactured goods and stop 
as far as possible the imports of foreign manufactures. Such has 
been the case with the U.S.A., Canada and Australia. The increase 
of foreign trade with these countries, though a considerable portion 
of their exports may consist of raw materials, will mean increased 
prosperity as it means the disposing of the surplus products which 
could not with advantage be consumed within the country and 
would therefore be wasted. 13 

Again, countries like England, Germany or Japan, with their 
deficient agricultural resources and insufficient food supplies may 

13 Of, “ With countries like Canada and Australia, foreign trade is the Bourse 
of economic life, and prosperity or adversity varies almost in direct ratio to the 
surplus and price of their products available for export, which is the best me an s 
they possess of obtaining the resources necessary for the development of their 
territories.*’ J. W. Boot: The Trade Eolations of the British Empire, p; 119* 
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find foreign trade an absolute necessity on the growth of which 
the! prosperity and well-being of those countries would depend to 
a very great extent. The imports of food-grains supply their 
vital needs while the maintenance and growth of their industries 
have to depend on imported raw materials. Again, a flourishing 
export trade in those manufactures is essential to the prosperity 
of their industry. Foreign trade is, therefore, with such countries, 
a source of economic prosperity. 

The case is, however, different with India. Her case is not 
similar to Australia or Canada, nor can it he compared with that 
of England or Germany. India is a densely-populated country, 
the agricultural resources of which can, with better advantage be 
utilised within the country than exported outside. Like England, 
India does not require imports of food-grains to feed her people, 
nor does she require imports of raw materials to develop her 
industries. Hence while with some countries foreign trade may 
be an absolute necessity on the maintenance and growth of which 
their economic prosperity will depend, such is not the case with 
Tndia. She possesses enough raw materials to develop her 
industries; she has not to depend on foreign countries for the 
supply of any of her vital needs which can be met with from the 
resources of the country itself; nor is she in want of man-power 
which would, as in Australia or Canada, necessitate the export 
of raw produce to develop her economic resources. It, therefore, 
appears to us to be a valid contention that the one-sided growth 
of agriculture to the detriment of the progress of industry, as has 
been caused by the developments in our foreign trade, has not been 
to the best interests of the country and means a sacrifice of national 
economy for the promotion of world economy. The absence of a 
diversity of industries has forced the population to rely mostly on 
agriculture which is largely responsible for the extreme poverty 
of the people. As Moreland observed in 1917, “ It is a matter of 
common knowledge that the present income of the country, even 
if it wet© equitably distributed, would pot suffice to provide the 
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population with even the indispensable elements of a reasonable 
life. This fundamental factor of poverty is unquestionably 
correlated with undue preponderance of agriculture as a means of 
livelihood. 14 

We, therefore, arrive at the conclusion that though the growth 
of our foreign trade has certainly added to the prosperity of India, 
a policy of developing the industries of the country by restricting 
the free progress of foreign trade would have been much more 
beneficial. We can, therefore, unhesitatingly assert here that the 
so-called free trade policy of the Government of India which led 
to the unhampered growth of our foreign trade to the disadvantage 
of the industrial progress of India was a fatal blunder and posi¬ 
tively injurious to national well-being. The true interests of the 
country were sacrificed to the pursuit of an unsound economic 
theory. A right policy would be a system of protection which 
will guarantee the growth of the various industries of the country 
and at the same time aim at obtaining the maximum amount of 
gain by participation in international exchange of goods. It was 
indeed most unfortunate that an injurious policy was thus pursued 
for over half a century which le t d to the drifting of our trade to 
its present plight. If a right policy of safeguarding the interests 
of Indian industries were adopted earlier and adequate encourage¬ 
ment were forthcoming from the Government in developing new 
manufacturing industries, some of our industries w'ould not have 
succumbed to the competition of imported goods nor would have 
our raw materials been exported in increasing quantities to the 
detriment of the growth of new industries in India. The task 
has been made difficult by the negligence of more than fifty years. 
But it is no good crying over spilt milk; nor will anything come 
out of perorating over conditions which prevailed in our country 
a century back. Things must be taken as they are; nevertheless, 

14 Quarterly Beview, April 1917, quoted by Profs. P. A. Wadia and G. N. 
Joshi at p. 827 of their 11 Wealth of India*’* Also compare C. F. Fuchs : The 
Trade Policy of Great Britain and Her Colonies Since I860, p. 284, 
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we have this consolation that though the task is difficult, its 
ultimate success is guaranteed by the existence of an ample home- 
supply of raw materials, an internal market of large dimensions 
and other requirements for industrial progress. 15 

From 1916 onwards, remarkable changes have, however, taken 
place in the commercial and industrial policy of the Government; 
and we must express our satisfaction that they have at least 
admitted their'fault and discarded their former policy in favour 
of one of discriminating protection. True, much remains to be 
done as yet; but a beginning has been made in the right direction 
and we may.expect better things in future. 

We are optimistic. Though at the moment industrial 
depression prevails in India and elsewhere, it will, we hope, soon 
pass away. We are already in sight of brighter days, as it were. 
Two of the foremost industries of India, the cotton and steel 
industries, which were acutely suffering from the post-war slump 
following the preceding boom years, have already been granted 
some measure of relief by having been brought under the scope of 
the changed tariff policy. In the case of some other industries 
also, though protection has not been explicitly granted, the very 
high revenue duties that are at present levied have brightened 
their prospects to some extent. The sugar and the silk industries 
may be cited as examples. In short, we may expect the present 
political crisis to be followed by a period of gradual readjustment 
between industry and trade, thereby promoting the economic 
welfare of the country as a whole. 


!15 £/. “ India has an abundant supply of raw materials, a plentiful supply 
of labour, adequate capital and a large home market. All these requisites for 
Industrial growth and development are thus present much more so than in many 
countries which have, without such advantages, attained a commanding position 
to the industrial world, 1 ’ Fiscal Commission Report (Minute of Dissent, p, 176). 
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The rent and price theory still remains in a rather unsatis¬ 
factory condition. Ever since Ricardo’s conclusion that rent does 
not enter into cost of production was challenged by Jevons 
economists have not been unanimous in their opinion as to the 
relation between rent and price. Although it is Ricardo’s theory 
that has gained currency, yet economists like Davenport and 
Gustav Cassel have argued against it and have advocated Jevons’ 
theory. More recently Mr. H. Gordon Hayes in an article on 
“ Land Rent and Prices of Commodities has discarded Ricardo’s 
doctrine altogether, and has argued like Jevons that rent does not 
differ from wages so far as its relation with cost and prices is 
concerned. He introduces in addition to the extensive and 
intensive margins a third margin which he calls the “ Margin of 
Transference,” 2 and observes that in the determination of the 
price of commodities the margin of transference is of prime 
importance inasmuch as it is through this margin that shifting 
of lands takes place, and this acts upon the supply of commodities. 
“ The Margin of Transference ” he says, “ is the Hamlet in the 
play of price-making forces.” Thus he concludes that because of 
the existence of alternative uses of lands rent enters into the price 
of commodities. Mr. H. D. Buchanan has, however, in an article 

1 Published in the American Economic Review 4 June, 1927. 

$ Tbe term was used by Henderson in his Supply and Demand , p, 94, 
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recently published in the Economical pointed out that the analysis 
of Mr. Hayes involves a misinterpretation of Ricardo’s theory. In 
this article Mr, Buchanan has attempted to reconcile the two 
opposite views on the question, and has observed that “ the theories 
of Ricardo and Jevons are not antagonistic but complementary ” 
—that “ two different problems with separate hypotheses have 
been confused in the treatment of Rent and Price.’’ The present 
paper is intended to throw further light on the problem. 

II 

Ricardo’s theory is that price is determined at the margin 
where no rent is paid, so that rent cannot be a component part of 
that cost which goes to indicate price. 3 4 On the other hand it is 
price which determines rent, for rent is a differential surplus 
enjoyed by the intra-marginal lands over the marginal land. 
Hence his oft-quoted expression—“ Corn is not high because lent 
is high, but rent is high because corn is high.” 5 

John Stuart Mill in his chapter on Rent closely follows 
Ricardo, and maintains that “ rent does not really form any part 
of the expenses of production.” 6 But in his chapter on the Theory 
of Value he observes that “ when land capable of yielding rent in 
agriculture is applied to some other purpose, the rent which it 
would have thus yielded is an element in cost of production of the 
commodity which it is employed to produce.” 7 

Now, this hypothesis is the starting point of Jevons who 
remarks that “ Mill edges in as an exceptional case that which 

3 Historical Approach to the Kent anti Price Theory, Economtca, June, 1929. 

4 M . . . . that corn which is produced by the greatest quantity of labour is 
the regulator of the price of corn; and rent does not and cannot enter in the least 
degree as a component part of its price.” (Principles of Political Economy and 
Taxation , 3rd Edition, p. 67.) 

BIbid p. 68. 

6 Principles of Political Economy , Vol. I, p. 518. 

7 ibid., p. 677. 
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proves to be the rule.”® Mill allows, as a matter of fact, that 
when land which yields lent as pasture is ploughed up, the reat 
it would yield as a pasture land must be debited against the 
expenses of production of the crop which it is now employed to 
produce. Jevons further develops it and points out that the same 
principle applies between two inodes of agricultural employment. 
When land capable of yielding rent in the cultivation of one crop 
is applied to the cultivation of another crop the rent which it is 
capable of yielding in the former case is an element in the cost of 
production of the crop to which it is now shifted. He then draws 
a parallelism between the theory of rent and the theory of wages. 
So far as a single use is concerned, he observes, even wages are 
the effect and not the cause of value, because there is no such 
thing as an absolute cost of labour. It is only when labour is 
taken to be shifting from one employment to the other, that we 
regard it as forming an element in the cost of production. 
“ When,” he says, “ labour is turned from one employment to 
another the wages it would otherwise have yielded must be debited 
to the expenses of the new product.” 9 Thus he concludes that 

rent enters into cost and price as much as wages do. 

« 

III 

Ricardo’s analysis holds good so long as we do not take into 
account the alternative uses of land. If lands are not capable of 
shifting for better returns, payment or non-payment of rent does 
not affect the supply of agricultural produce, nor, therefore, its 
price. 10 But when there is shifting of lands for competing uses, 

S Theory of Political Economy , p. liii. (Preface to the 2nd Edition). 

9 The Theory of Political Economy, p. lv (Preface to the 2nd Edition). 

10 The price of agricultural produce 1b governed by the general conditions of 
demand and supply; and these conditions are not affected by rent. A remission of 
rent, for example, would not have any influence on the demand and supply of 
raw produce. On the one hand, it would merely mean a transference of some 
wealth from the land owners to the cultivators, so that the aggregate demand 
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rent, does enter into cost of production and price. If lands are 
capable of being applied to different crops, the supply of any crop 
expands and contracts not only through the extensive and intensive 
margins, but also through a third margin, namely, the ” Margin 
of Transference,” or, as Mr. Buchanan calls it, the “ Product 
Changing Margin.” This margin is not a point but ” an irregular 
line upon or near to which there will he many pieces of land, 
differing greatly in the vents which they fetch.” 11 It thus 
consists of those lands which are on the margin of doubt, as to 
whether they should continue to produce the crop for which they 
are employed or should turn to other crops. The price of a parti¬ 
cular crop for which the*e lands are employed is therefore influenc¬ 
ed by the rent which they are capable of yielding if they turn to 
other alternative occupations. Thus lent affects the supply ol 
any crop through its effect on the supply of lands employed ioi 
the production of that crop, ami tonsequenlly it is a factor deter¬ 
mining the price of that crop. 

Moreover, a piece o( land which is cultivable for two crops, 
say, lice and wheat, may be marginal for rice cultivation and 
intra-marginal tor wheat. In that case, if the demand for rice 
is such that the rice-growers have to draw that land away from 
wheat, they must pay a rent which it would yield as a wheat land. 
Here the laud on the margin of rice-cultivation yields rent; and 
this rent, forming as it does a part of the marginal cost of produc¬ 
tion of rice, is a factor determining the price of rice. If, for 
example, a particular piece of land can produce both rice and wheat 
at Its. h and Rs. 4 per md. respectively, and if the marginal cost 
of production of rice is Rs. 4J per md. and that of w heat is Us. A per 
md., then this land will be cultivated for wheat and will yield rent. 

would remain the same. On ihe other hand, it would not mean any relief to the 
marginal producer, so that the supply juice would remain unaffected. Cf. 
Marshall : Principles of Economics : (7th Edition), j). ‘27. Also, Pierson : 
Principles of Economics : Vol. T, pp. !U»-96. 

11 Henderson ; Supply and Demand , p. flr». 

F, 7 
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Ii, then, the demand for rice rises so much that this land is to he 
drawn away to rice-cultivation, it becomes marginal with respect 
to rice, its cost being higher than that of the land which had been 
at the margin before this transference. But still the cultivator 
who applies this land to rice-growing has got to pay a rent at 
least equal to that which it used to yield in wheat. This rent 
forms a part of the marginal cost of production of rice and thus 
enters into the price of rice. Similarly, the same land may be 
used for different purposes, viz., cultivation, building construction 
and pasture, and that land which is marginal for agricultural 
purposes may be intra-marginal for building construction or for 
pasture. In such circumstances the land on the margin of culti¬ 
vation yields rent which enters into the price of agricultural 
produce. As a matter of fact, Bicardo’s conception of rent as a 
differential surplus rests on the existence of a no-rent margin; but 
in view of the existence of alternative uses even the marginal land 
for a particular crop may command rent, and this rent, forms a 
part of the price of that crop. 12 


IV 

* 

Thus when there are competing uses of land, or in other words, 
when there is a possibility of lands being shifted from one use to 
another, the causal relation runs from rent to price. But when 
there is no such possibility it runs from price to rent. Now, this 
shifting of lands from use to use is possible only in the short 
period, i.e., a period in which a perfect adjustment of the applica¬ 
tion of lands to different uses has not taken place. In such a 
period there is a constant shifting of lands from use to use. This 

*2 This rent is not the same as the rent which is paid by the marginal land 
on account of intensive cultivation. The rent which the marginal land pays for 
intensive cultivation does not enter into price. There is a differential element 
in it. In such a case the price is determined on the basis of the productivity of 
the marginal dose, and the rent paid by the marginal land is the differential 
surplus of the intra-marginal doses over the marginal dose. 
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shifting results in changes in the supply of commodities whose 
price is thereby affected. It is here, as we have seen, that the 
margin of transference is effective in the determination of price. 
It may be noted here that in such a period when we allow for a 
shifting of lands between different uses, the supply of land for a 
particular crop cannot be taken to be fixed, so that the peculiar 
characteristic which distinguishes land from capital is absent, and 
therefore rent enters into price as much as interest does. Land, 
in such a case, is practically one form of capital, and its income 
is analogous to interest. 

In the long period, however, the distribution of lands between 
different uses is so adjusted that no profitable transference from 
one use to another is possible, all lands being used for the different 
purposes in such a way that the margin of profitableness is reached 
for every use. At this margin the net returns of all lands are equal. 
“ Each crop ” as Marshall soys, “ strives against others for the 
possession of the land, and if any one crop shows signs of being 
more remunerative than before relatively to others, the cultivators 
will devote more of their land and resources to it,” so that “ in 
equilibrium, oats and hops and every other crop will yield the same 
net return to that outlay of capital and labour, which the cultivator 
is only just induced to apply.” 13 This principle holds good not 
only with regard to the distribution of lands between different 
crops, but also with regard to the distribution of lands between 
different purposes, viz., cultivation, building construction and 
pasture. In equilibrium conditions, when a perfect adjustment 
of the' application of lands to different uses is assumed, price is 
independent of rent; that is to say, a remission of rent does not 
cause any fall in the price of corn nor does a tax on rent cause any 
rise in the price of com; for, the adjustment is such that a 
remission of rent or a tax on rent does not create any scope for a 
profitable transference of land from one use to another. If, owing 


Marshall: Principles of Economics, 7th Edition, p. 486. 
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to any circumstances, their equilibrium is disturbed, it is again 
restored through the operation of the Principle of Substitution. 

We find, therefore, that the whole problem of the relation of 
rent to price turns on the question of the period of time to which 
we refer. In the short period, owing to the existence of alternative 
uses of land, and in view of the elasticity in the supply of land for 
individual uses, rent enters into price. In the long period, on the 
other hand, owing to the inelasticity in the supply of land, rent 
does not enter into price. 

Thus on the basis of the element of time the two opposite 
theories of Ricardo and Jevons can be harmonized. These two 
economists looked ut the problem of rent and price from two 
different standpoints and hence they arrived at opposite conclusions, 
a.s they did also with regard to the theory of value, Ricardo, 
while holding that value is determined by cost of production, had 
in view a long-period tendency. 4evens, on the other band, bad 
a short period in view when he maintained that value is determined 
by final utility. Similarly, Kicardo refeired to the long-period 
tendency when he observed that rent does not enter into price; and 
•1 evons referred to the short period when he said that rent enters 
into price. So they as also the other economists who have 
followed them and have advocated one or the other of these views 
have taken a one-sided view of things. In fact, each of these 
theories is incomplete by itself and lequires to be supplemented 
by the other in order that a complete theory of rent'and price may 
be established. Mr. Buchanan also holds a similar opinion, namely, 
that the two theories are complementary, and that they together 
constitute a complete theory of rent and price. But he explains the 
existence of these opposite theories by the fact that those who hold 
that rent does not form a part of the expenses of production refer 
to a 4 single use 9 of land, while those who hold the contrary view 
refer to ‘ competing uses ' of land. That is why he says that 
Mr. Gordon Hayes misinterprets Ricardo’s theory; for Ricardo, aa 
he shows, dealt with raw produce as a whole, and regarded land 
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ns having one use only. According to Mr. Huchannn, therefore, 
the two theories present ‘ two different problems ' with ‘ separate 
hy])otheses.’ As a matter of fact, however, they do not present 
two different problems, but are rather two aspects of the same 
problem. 
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BY 

P. J. Thomas, 

Professor of Economics , University of Madras . 

Works on Economic History usually deal with past develop¬ 
ments, but the book before us not merely recounts the recent 
economic history of India, but goes elaborately into the principal 
economic problems of the country and critically analyses their 
social as well as economic background. In view of its compre¬ 
hensiveness of design, its impartiality of views and the genuine 
sympathy gleaming through its pages, this work deserves more 
than a passing notice in the pages of the Indian Journal of 
Economics . 

The author of this treatise is well-fitted to perform the task 
she has set for herself. Mrs. Anstey (Miss Powell as she then 
was) had a bright career at the London School of Economics and 
Political Science, and after graduation, she proceeded to India 
and stayed seven years out here with her husband, Mr. Percy 
Anstey who was not merely th$ Principal of the Sydenham 
College of Commerce but also one of the pioneers in 
Indian economic research. On his untimely death, she return¬ 
ed to London and was given a place on the staff of her own 
alma mater; and in that capacity she has been in sympathetic 
contact with streams of Indian students pursuing higher economic 
studies in English universities. Her teaching work at the School 
did not prevent Mrs. Anstey from delving deep into the heaps of 

* 44 The Eoonomic Development of India,” by V. Anstey, D.Sc., Longmans, 
1U29, pp. 58L Price 25/*. 

IU 
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documents on Indian economic history preserved in the India 
Office and other libraries in London and the present work is 
evidently the result of exacting toil in those libraries for several 
years. No wonder that it is one of the best documented that has 
appeared on Indian Economics. 

The book covers 581 pages—but it is not a bit too long—and 
is divided into 17 chapters. In the first six, an account is given 
of the fundamental, physical and social factors affecting economic 
development, i.e., natural resources, population, social organisa¬ 
tion, health conditions and transport facilities. In the next two, 
agricultural development, agricultural policy and the co-operative 
movement are discussed. Industrial policy comes next and that 
is followed by a detailed account of the development of India’s 
large-scale industries, industrial legislation, foreign trade and 
commercial policy, Indian financial system, and banking and 
currency. In the two concluding chapters, an attempt is made to 
estimate the effects on the prosperity of the people of all the 
economic developments described, and to envisage the future 
prospects of India in the economic sphere. 

The main thesis of the work is that India is in a state of 
arrested development, owing chiefly to the evils of her unhealthy 
social system, which keeps certain classes depressed and certain 
occupations (the most important from the economic point of view) 
unworthy* of being pursued by people of the * upper * castes; which 
leads to the continuing pressure of population on the means of 
subsistence, and which checks all economic enterprise by the 
inertia born of hidebound custom. In spite of the existence of a 
few well-organised industries, a unique system of irrigation and 
efficient transportation services, the outlook of India, according 
to the author, is still essentially mediaeval, as indicated by the 
supremacy of custom, the striking predominance of religion in 
every aspect of life, lack of the ideal of progress, the persistence 
of a ' static } social ideal and the absence of scientific spirit. 
4< India must not be judged,” says the author, u by its great 
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ports and other industrial areas. These latter are the scene of 
striking* anachronisms, symptomatic of the direct impingement of 
the modern on the mediaeval. In Horn bay, for instance, the motor 
car—driven possildy by a Tarsi lady—dodges in and out between 
loot-passeiigeis and bullock-carts; the latest product of the 
universities jostles with the fakir; and broad and beautiful streets 
look out on the narrow alleys of the Eastern bazaar . 99 Thus, 
heavily handicapped by adverse circumstances, the transitional 
stage between the mediaeval and the modern has been unduly 
prolonged in India; and while in recent times (treat Britain, 
followed by many other Western countries, forged ahead in 
industry and commerce, India, which previously had been a manu¬ 
facturing countn, has remained stationary oi has even jibbed back¬ 
wards. Such is the main thesis of the book, and this has been 
elaborately worked out in the course of its 17 well-arranged 
chapters. 

That Indian economic development has been arrested none will 
question. .Not only has it been arrested but there has been a decline 
in certain lines. Till nearly the close of the eighteenth century, no 
country in Europe was the equal of India in industrial arts; nay, 
Europe u as dependent upon India for all elegant cotton clothing, 
be it calico, muslin or chintz. But within 50 years, Britain forged 
ahead, thanks to her mechanical inventions; developed a new 
cotton industry whose products could easily outsell Indian cloth 
by their cheapness; and even India became increasingly dependent 
upon the new English industry for calico and muslin. Thus, 
nothing short of a revolution happened in the comparative economic 
position of different parts of the world. This revolution caused 
much suffering in this country. Jndia had a large population 
engaged in spinning and weaving; and the export trade of tile East 
India Company had encouraged these arts and (rafts. The 
cheapening of cotton < loth in England by the mechanical processes, 
and the facilities created by the railway and the steamship to 
transport them at little expenses over land and sea, killed the 
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export trade ol India in cotton goods and deprived the Indian 
artisan of his hereditary occupation. An increasing pressure on 
land, a growing dependence on agriculture* the loss of balance 
between agriculture and manufactures—these were the natural 
results of this revolution. However, if Indian manufactures were 
not wanted, India could at least produce the raw materials needed 
for manufacture and with Lancashire producing not an ounce of raw 
cotton, there arose a growing demand for that commodity, and 
in train of it for other similar raw materials. India, hard hit by 
the decay of her manufactures, took to the production of such raw 
materials; and the East India Company exerted every nerve to 
export year by year as large a cargo as possible of those raw 
materials to feed the hungry machine industries and the more 
hungry industrial population of their mothercountry. Not only 
raw cotton (which eventually found formidable competitors else¬ 
where) and indigo, but also jute, coffee, tea, oilseeds and wheat 
came to be exported from India in ever-growing quantities. Thus 
the nature of Indian export trade changed radically; while previ¬ 
ously she had exported manufactured goods, her exports now. 
consist mostly of raw’ materials whilst her imports are principally 
manufactured goods. 

Now this is as might have been expected. The early start 
of Britain gave her the advantage and deprived others of the 
markets they had previously enjoyed. Not only India but France, 
which was till then equal (if not superior) to Britain in industrial 
skill, was left behind, and it took many decades for her to adopt 
the new methods and modernize her manufactures. Germany and 
tLS.A* had to wait longer before they could adjust themselves 
to the needs of machine industry. In the case of India, the delay 
has been much greater; a start was made early—the first cotton 
mill was started in 1863—-but the progress has been too slow and 
halting. * Thus the main thesis of Mrs. Anstey is quite tenable; 
but a doubt arises when we come to the causes. 

, No doubt the rigidity of the caste system and its social strati- 

V. 0 
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fieation were formidable difficulties in the way of a rapid industri¬ 
alization, and it is.well to emphasise it. Nevertheless, it may he 
remembered that other factors, equally important, have been in 
operation. Britain and France, with a small and well-knit popula¬ 
tion were in a position to industrialise themselves without much 
difficulty; but India is a sub-continent, and its teeming millions 
could not adapt themselves so rapidly to the requirements of an 
industrial civilisation. For one thing, capital was lacking in 
India. In Britain, centuries of secure government had enabled 
people to accumulate and invest capital, whilst in India insecurity 
of person and property was the normal state of things since the 
halcyon days of the Moghuls, and any large accumulation was not 
possible in such circumstances. 

Blame is frequently laid on Government for the slowness of 
industrial development in India. It must be admitted that this 
criticism is grossly overstated. At any rate, the story of the 
weavers’ thumbs, for example, is too unsupported to be made a 
serious charge against the Fast India Company’s Government. To 
my mind, the sins of Government, whether under the Company or 
the Crown, are rather those of omission than of commission. 
Until quite recent times, the British Government in India cared 
only for performing the protective functions; even now it has not 
freed itself from its Moghul traditions. A rigid policy of laitsez 
faire characterised all the dealings of Government from the begin¬ 
ning, and that was modified only where revenue considerations or 
gross suffering to the people called for any modification. As 
Mrs. Anstey rightly points out: “ Up to the end of the nineteenth 
century, the effects of British rule on the prosperity of the people 
were undoubtedly disappointing” (p. 5). Early in the present 
century that policy was modified, first in regard to agriculture and 
next in regard to industries ; and the result is the quickening of 
the pace of economic development during the last 30 years. Even 
then, many obstacles had to be overcome, and vested interests both 
in India and in England had to be placated for taking each step in 
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ike promotion of Indian industry and enterprise. The history of 
the Indian tariff in recent times bears eloquent testimony to this. 
It is quite clear that in the present state of keen international 
rivalries, no country could develop, even retain, its industrial 
position without the active help of the State. But the promotion 
of industries is an expensive game in these days, and a foreign 
government will find it hard to raise the revenue and put forth the 
energy needed for an active industrial policy. Hence the conclu¬ 
sion of the author that “ until fully responsible government is 
conceded it is to be expected, on the one hand, that. Government 
policy will be subject to drastic criticism, and, on the other, that 
too much reliance will tend to be placed on it ” (p. 478). 

Mrs. Anstey has certainly done well to emphasise the retard¬ 
ing influence of the Indian social system, but it is not certain that 
she has estimated rightly the part played by religion. Says she, 
on page 46: “ Religion excludes the economic motive and replaces 
it by the ideas of custom and status.” This statement is not quite 
true even of Europe, for even the orthodox religion of the Middle 
Ages did not prevent the development of guilds, and much progress 
in geographical exploration and commercial enterprise was made 
under the active patronage of religion. The influence of Puritanism 
on economic development in modern times is also in point. In 
India, some of the classes that are most orthodox in their observance 
of religion happen to be also economically the most forward. The 
Marwaris, the Guzeratis, the Nattukottai Ohettis, the Lingayaths 
and a host of other successful trading classes are certainly among 
the most orthodox followers of Hinduism; but their religion has 
in no way retarded their economic progress. Of some of them the 
French traveller, Tavernier, said in the seventeenth century that, 
beside them, “ all the Jews who occupy themselves with money 
in the empire of the Grand Seignior .... would be scarcely 
apprentices/ 9 The Jews of Europe are among the most punctili¬ 
ous in the observance of their religion; what has been, and what 
is their place now, in the industry and finance of Europe? 
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Whilst it does not seem that religion was essentially a drag 
upon eoonomic development, it must be admitted that some of the 
social institutions which have really retarded economic develop¬ 
ment have a religious sanction behind them. Whilst we do not 
desire that India should become less religious even if it might make 
it more wealthy, we must agree that an effort should be made to 
examine the validity of some of those socio-religious customs and 
habits which make people neither religious nor wealthy. But even 
here, the blame cannot be laid entirely on the people. Except the 
suppression of Sati nearly a hundred years ago, Government did 
precious little for social reform in this country till the other day. 
A strong national government may easily suppress such evils, but 
a foreign government cannot be expected to push through any 
vigorous policy in that direction. And in the case of a country 
like India, only strong governmental action will be able to effect 
the changes most needed for economic progress. 

The descriptive account of Indian industries contained in the 
book is perhaps the most easily accessible; the author has brought 
together a wealth of detail, which would keep students of Indian 
Economics heavily indebted to her. But it is not mere detail that 
Mrs. Anstey gives us; all her details are brought under a search¬ 
ing analysis, which makes the book really valuable. The conclud¬ 
ing chapter is perhaps the most suggestive. All may not agree with 
her conclusions; but few will disagree that tiie whole subject has 
been discussed with great breadth of outlook and a high sense of 
fairness; and this makes the work before us easily the best existing 
treatise on Indian Economic History. 
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HYDERABAD ECONOMIC ENQUIRY DEPARTMENT 
AND SOME OF ITS WORK 

Mr. vS. K. Iyangar, Special Officer, Economic Investigations, 
Hyderabad (Deccan), sends us for publication the following table 
which embodies the results of investigations in some villages of 
the state conducted by the Hyderabad Economic Enquiry Depart¬ 
ment to the end of 1338 Fasli, that is, October 6, 1925). We 
gladly publish the table and will equally gladly publish any similar 
material that is sent to us. 

We would like to congratulate the State of Hyderabad on the 
institution of the Economic Enquiry Department which is the first 
of its kind in the native states of India. The idea of instituting, 
the department seems to have originated with Mr. B. A. Collins, 
C.I.E., I.C.S., Director General and Secretary to the Hyderabad 
Government, Departments of Agriculture, Co-operation, Industries, 
etc., etc., and it was he who laid down the items of enquiry when 
Mr. Iyangar was first asked by him to undertake an enquiry in 
two districts. The items were as follows:— 

1. The sizes of agricultural holdings. 

2. To what extent the holders cultivate their land and on 

what terms and conditions they sublet them to others. 

3. The extent to which the holders, and especially those 

who themselves cultivate their holdings have been 
dispossessed, within a definite period, say the last 
20 years and what are the causes of this dispossession* 
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4. The indebtedness of the holders and the amount of land 

which is actually mortgaged and to what class of 
money-lenders. 

5. The rates paid in the shape of land revenue and the 

rates and conditions to which land is subject. 

6. The manner in which the holders obtain their seed and 

dispose of their produce. 

M. Ed. 
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LOW PRICES AND INADEQUATE SUPPLY OF GOLD. 

0 

The discussion of the widespread economic depression which 
has prevailed during the last few years, with more or less intensity, 
in almost all countries on the globe, with its accompaniment, the 
devastating unemployment which has carried misery into millions 
of homes, has thrown into foi aground a question of paramount 
interest to economists. While the depression is being attributed 
to various causes, working separately or in combination, such as 
the overproduction of goods, the underconsumption of wealth, 
the rationalization of industry, the high tariff walls which obstruct 
the free flow of trade from one part of the world to another and 
the inadequate supply of money and credit to meet the needs of 
eommeice, and while it is true that each one of the above causes 
is playing its own part in maintaining and accentuating the 
economic depression, it would be hardly correct to explain it by 
pointing one’s finger to one special factor as solely responsible for 
the malady from which the world is suffering, lteuter’s cablegram 
of 24th September from New York is significant in this connection. 
It runs as follows:—“ The heads of the Hank oi England, the Rank 
of France, and the Reichsbank are expected to meet shortly with 
a view to discussing measures for the alleviation of the world-wide 
business depression.’’ If this meant only that the world's lead¬ 
ing Central Ranks intend to do what they can to contribute to 
the recovery of the sick economic world, there would be nothing 
extraordinary in the event of their concerting certain common 
measures of action. Rhit it is just likely, and more than likely, that 
this move has something to do w ith the idea t hat has been prominent¬ 
ly put forward recently by certain economic and business experts, 
namely that the predominant, almost the sole, cause of the 
depression lies in the inadequate supply of gold needed for the 
support of credit which is indispensable for the normal and smooth 
running of the world's economic machine. 

F, 9 



186 


NoTfiS 


Memorandum of Sir Henry Strakoach. 

One of the ablest and most interesting statements of the posi¬ 
tion of the latter is made by Sir Henry Strakoseh, who contributed 
a special memorandum on the subject <k Gold and the Price Level ” 
to the London Econo mist in last July. He has taken as his start¬ 
ing {mint the Index Numbers of wholesale commodity prices in 
Kngland to show how they have fallen from 153*0 at the end of 
1025 to 115*8 in May 1&B0, and how the purchasing power of gold 
has, therefore, risen from 05*4 to 80*4 in this period. He then 
examines, totally to reject as false, the plea of overproduction 
and pits against it, the “ theory of the markets ” well known to 
economists. When there is an abundance of production of all 
kinds on all hands, every one participates in the prosperity, as the 
supply and the demand counterbalance each other, and the juice- 
level is stable*. But if the means by which the wealth that, is 
produced, is circulated and distributed, that is the means of pay¬ 
ment, fall short of the needs of the people, then certainly the 
prices of commodities are bound to fall. Kir Henry seeks to prove 
his thesis by showing that the gold required to effect the exchange 
of goods during the past five years has not been forthcoming* in 
sufficient, quantity. As almost all the countries of the world have 
re-established the Gold Standard, the demand for monetary gold 
has increased, and consequently there is a struggle for the pos¬ 
session of the yellow metal. The difficulty, however, does not 
lie in the gross world supply of gold. It is adequate enough. But 
its uneven distribution among and by the Central Banks of the 
world has created the hitch. Kir Henry says:—'“Supposing the 
production of the world increases at a compound rate of per cent 
per annum, and supposing* the monetary gold reserves of the gold 
standard world were to increase at a similar rate, then the general 
level of prices will only remain stable if every member of the great 
Gold Standard partnership does in fact build upon the gold 
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reserves they have and may be receiving, a structure of currency 
and credit which, regard being had to the state of development 
of the credit system in each country, is appropriate. To the 
extent to which they fail to do so, they are depriving the gold 
standard world of the additional currency and credit it needs to 
exchange its greater production, with the effect of increase in the 
value of gold, that is, of depressing the general level of commodity 
prices.” 

U.8.A. and France—the Culprits. 

The recent depression of prices, Sir Henry proceeds to point 
out, is thus the effect of the mal-distribution of tin* world’s gold 
reserves and their partial sterilization. TTis indictment is mainly 
directed against the policy of the accumulation and sterilization of 
gold adopted by the F.S.A., the Argentine Republic and France, 
these countries having heaped up gold reserves far in excess of 
their reasonable needs. Much of the gold that flows into their 
reserves is not used by these countries as a basis for the expansion 
of currency and credit and, therefore, does not perform its monetary 
functions. It. is pointed out that whereas the amount of Great 
Britain’s gold reserves per head of the population was £3 3, that of 
F.S.A., was, on an average, about £(>*7 and that of France £(H in 
1928 and 8*0 in 1929. The Reserves of the offending nations are far 
in excess of their requirements. World’s production expanding at 
a rate of 3 per cent per annum, the supply of gold required to meet 
the increase during the years 1924—29 was £389 millions. Rut 
actually £194 millions worth of gold was available. £332 millions 
would indeed have been forthcoming, but £138 millions out of 
this, was sterilized by the U.S.A., Argentine and France, which 
only increased their reserves by that amount without these being 
allowed to be used as the basis of credit. The world has, there¬ 
fore, had to suffer from a deficiency of gold and the result has 
been a sharp fall in prices and more acute business depression! 
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Sir Josiah stamp’s “ I had told you so 

The above contention is wholeheartedly supported by Sir 
Josiah Stamp in an article contributed to the Nation and 
A the tuteu m of 30th August. His prophetic vision had clearly 
despied what was coining, long ago, and now he observes :—“ I 
have not ceased since, in and out of season, to protest that until 
the world had learnt the international rules of the game, rapid 
changes in a gold price level would be a bigger menace to Great 
Britain than to any other country, only to be counteracted suc¬ 
cessfully by an elasticity of industrial and financial factors which 
seemed politically impossible.” According to him, the danger has 
now become more sinister in its possibilities for evil, and nations 
are helplessly drifting, with aggravating factois such as the 
continual demonetization of silver and still more economic disasters 
staring them in the face. 

Wanted more evidence and better proof. 

On the face of it, the theory advanced by the above two 
advocates of the international control of the supply of gold, and 
the arguments urged to support it, appear to be generally sound. 
But an impartial judge would demand more evidence and better 
proof to support the thesis before it is accepted. This is apart from 
the defence which the countries accused by them have to put up 
against the indictment, before an international tribunal. A few 
objections that go to show the weakness of the case, suggest them¬ 
selves at once. How were the F.S.A. and France to use their 
gold reserves to create additional credit as Sir Henry and Sir 
Josiah wanted them to, if presumably industry and commerce and 
the banks did not want more accommodation? As a writer in the 
well-informed German paper, the Frankfurter Zeitung , points out, 
British index numbers of prices alone cannot be taken as a 
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able basis and that British policy of deflation necessitatad by the 
adoption of the gold standard in 1925, has to be simultaneously 
taken into account. Because British monetary deflation was an 
effective cause of the economic crisis in (treat Britain, that may 
not be true also of the present international position. It has still 
to be demonstrated whether the relation between gold reserves 
and the volume of credit has been the same in other countries as 
in England. In other words, has credit been restricted in other 
countries for a lack of sufficient supplies of gold? Have the conti¬ 
nental hanks complained and have businessmen complained that 
there was insufficient credit, because enough gold was not avail¬ 
able for their operations? No one, besides, receives gold for 
nothing. It has to he paid for. TJ.S.A. and France could not 
have withheld credit from their own businessmen if the latter want¬ 
ed it and could not have distributed their gold reserve over the 
world in an arbitrary manner. Other objections may also be 
advanced. But this is enough for the moment. 

V. G. K. 


NATIONAL INCOMES AN1) A MEASURE 
OF “ OVER-POPULATION ” 

It is a very important table of statistics of National incomes 
(compiled mostly from official estimates) that 11. E. Fisk publishes 
in the American Economic Review, March 1930, and on account 
of its serviceability we make no apologies for reproducing 
it here (see p. 192). The table will naturally appeal 
differently to readers with diverse interests but an 
important conception has been introduced i in expressing 
incomes, like density, in terms of a square mile of area. 
Indeed it is an index of capacity, or productivity of land to yield 
to those who may put it to advantage. As a basis of comparison 
spurious elements are introduced by reference to such natural or 
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regional ydvantagos as sea board, mines, etc., and also to industrial 
or other organisation such as concentration of industries, foreign 
investment and so on; but such as they are, the figures in columns 
o and (>, expressing income per square mile, and income per 
capita reveal by very simple statistical analysis which Mr. Fisk 
does not undertake a striking tale in regard to the relative extent 
of overpopulation in the several countries. When arranged in 
diminishing order, these numbers take the ranks assigned to them 
in the respective columns 7 and 8 of the table. It will be realised 
that these ranks in either category would have been identical had 
there been the same state of saturation in the population pressure 
in the several countries, and the extent to which any two corres¬ 
ponding numbers differ, 1 propose to designate, a measure of over¬ 
crowding, as positive, and a measure oi underpopulation, or the 
capacity to further increase, as negative. Of the 29 countries, 
11 belong to the latter category and 18 manifest some state 
or another of overpopulation, and the amounts of displacement in 
rank by individual countries may he collected together in groups 
as in the following table. 


i 

Hank displaced by 

Negative, i e ., 14 under¬ 
populated ” 

Positive, i.e., showing 
signs of overpopulation 

1, 2 or 3 points (i.e., very 
slightly) 

Spain; Egypt; IJ* S.8 R. 
(Russia) 

Denmark, Switzerland, 
France, and U. K. 

; 

4, 6 or 6 points (i.e., sli¬ 
ghtly) 

Union of South Africa 

Netherlands, Yugoslavia 
Latavia, Lithuania, 
Greece, Germany, 

Czechoslovakia, Austria 

7, 8 or 9 points (i.e , 
moderately) 

1 V inland, United States 
j of America 

Hungary 

10 places and more, 
(».«., markedly) 

Chile, Sweden, Norway, 
Australia, Canada 

Italy, Poland, Belgium, 
India and Japan 
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In this connection the survey of W. S. Thompson in “ Danger 
Spots in World Population n (New York: Knopf. 1929) of the 
growths of the population particularly in Japan, China, India, 
Italy and Great Britain provides a very valuable review. The 
author correlates these with comprehensive data in these countries 
with their natural resources and potential opportunities, and shows 
how inadequate the resources and capacities are in the case 
of Japan, China, India and Italy, and how disquieting their effects 
will be in the future when in these respective countries the present 
desire for a rising standard of living further develops. In fact 
I)r. Thompson believes that Japan, China, India and Italy have 
already reached an impasse and cannoi hope to climb to a higher 
level of comfort unless an outlet be tound for excess population, 
.(hie among the remedies suggested by this author is the re-distri¬ 
bution of population, or rather the voluntary sacrificing or aliena¬ 
tion of certain territories, the principal among them being precisely 
those countries—Chile, Sweden, Norway, Australia and Canada— 
which are included in the left-hand coiner of the last group in the 
above table as being now markedly ‘‘ undei'peopled.” 
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The Annual Report of the Controller of Currency is always ail 
interesting document and the latest for the year 1928-29 is an 
exceedingly valuable summary of the financial events of that year 
by the Government spokesman. Among others, the following four 
conclusions deserve more than passing consideration: 

(1) “a steadiness in the value of Indian Currency as 

compared with other monetary units”; 

(2) “ the growth of the investment habit among the 

peoples ”; 

(3) “ die growing populaiity of notes in preference to 

coin ’’; 

and fourthly, “ the drop in the price of Government securities .’ 9 

In regard to the first of these it will be remembered that this 
has been achieved by, or accompanied by, a large amount of defla¬ 
tion during 192(i-27, and also by the sale of Treasury Bills to the 
tun© of 22 crores to both of which Indian commercial opinion has 
been very strenuously opposed. Opinion is gaining ground every 
day—and much more emphatically at the present time—that 
Government utilize these agencies to buttress their exchange 
policy. So far as Home Charges were alone concerned India Bills 
had to be issued to the extent of £ti million sterling to supplement 
the ordinary remittances, and this alone reflects poor credit on the 
exchange policy of Government. The balance of accounts, after 
deduction is made for Council Bills and remittances of sterling is 
a meagre figure amounting only to 7 crores as against 34 crores 
and 41 crores in the two years preceding this period. 

The growth in the investment habit is diagnosed by the 
stationary character of the gold imports for private consumption. 
If this phenomenon persists for a long time, it would be a matter 
for congratulation. With regard to silver, although the Govern¬ 
ment sold an amount of silver to take advantage of the peak prices 
in May 1928, they kept to the policy of moderate sales so as not 
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to dislocate the market; still as a result of large silver exports, 
the net imports for the year have fallen to Rs. 9*77 erores as 
compared with 13*83 erores and 19*8(] erores in the two years 
preceding* 

The replacement of coin by notes is steadily progressing, the 
average active circulation of notes increasing by over 9 erores over 
the preceding year. Moreover, in the case of cotton and jute, a 
much larger use is now made of the facilities provided by Govern¬ 
ment for remitting money through treasuries and currency offices. 

Tn regard to the price of Government securities there is a 
noticeable drop, owing mainly io the issue by Government itself 
of the rupee loans at much higher rates, and by the orgy of 
treasury bills which apparently is never going to diminish. The 
(dosing price of the year under review for the 3i per cent paper 
was Rs. 71-5 as against Rs. 75-(i at the end of the preceding year. 
At the present moment of writing things have become even worse, 
with the quotation as low as Rs. 52-8, and a financial correspondent 
connecting it with the exchange ratio, states that there can be 
no game worth playing at all in this unless “ all the pieces are 

put back in their old places.” 

****** 

The statistics at present given are not calculated to throw 
real light on the administration of currency from the popular 
point of view, and the following suggestions made recently by the 
Indian Finance Department deserve consideration and adoption— 
(1) the marketable securities and ad hoc securities should be shown 
separately instead of being clubbed together; (2) the outflow, or 
inflow, of rupees from, or into, circulation should be shown 
separately from the transfer of silver rupees from currency to the 
mint for melting and ultimate sale; and (3) the statistics of 
absorption of currency notes should be given week by week instead 
of month by month. 

The public are anxious to know whether the contraction of 
currency is effected by the sale of ordinary securities, or by the 
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sale of ad hoc securities, the latter being* more objectionable. In 
like-manner if silver from the currency reserves is sold there ought 
to be no secrecy about it, for in the long run Government will find 
that publicity pays better and umpires greater confidence than 

attempts to mystify the public by vague and inaccurate statistics. 
****** 

The British Bank rate has, in quick transition from 
September 1929, fallen continuously from per cent to 3J per cent 
and is likely to come down even to 2A per cent. With this similar 
changes will occur in other centres of the world. Mr. L. J. Reid 
of the London Economist recalls the analogy of the events of 
November 1907—May 1908 and shows how closely similar are the 
causes, durations and extent oi this decline. Then too the rate 
came down from 7 to *U per cent and even to 2i per cent, and it 
is hoped that the recovery now as before will not be slow in 
coming. “ In 1907-08 the >\orld was passing through the after- 
math of the 1907 collapse in New York. The first impetus to 
cheaper money last antumn was again a collapse of Wall Street 
which removed the pull towards New York of call money to finance 
Stock Market speculation.” The successive reductions now were 

t 

occasioned by previous falls in the open market discount rates due 
to a declining supply of bills. This again arose in part from the 
world-wide decline in commodity prices, that is, from the world 
reduction in the volume of hills. In 1907-08 too, a similar 
phenomenon occurred, the Statist index number of prices of 
materials, which stood at 88 7 in the second quarter of 1907, 
having fallen to 73*1 by the third quarter of 1908. These sugges¬ 
tions are worth while more complete investigation, particularly 
in regard also to India where the monetary barometer is even 
more sensitive to variations. 

****** 

The German economist Herr Frank Andras in the course of 
an article in the Berliner Tayeblntt , extracts from which appeared 
in a local paper, draws attention to the decrease in trade amongst 
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the four great industrial countries, Great Britain, Germany, 
France and the United States, and the struggle they are making 
amongst themselves for capturing foreign markets. The follow¬ 
ing statistics exhibiting the foreign trade 1 —imports and exports 
separately—of each of these countries with the aggregate of the 
three other countries for the pre-war year 19IS and the average 
of the triennium 1927—29, indicate the direction and extent of 
the changes, the figures in each case representing the percentage 
each aggregate bears to the total trade of the fourth country in 
the respective years. 


England 


Germany 


Prance 


U. H. A. 



11)13 

1927-29 

1»13 

1927-29 

1913 

1927-29 

! 1913 

1927-29 

Imports 

. 37*6 

27*6 

2T4 

i i 

j 26 'i ; 

80*o 

32‘5 

i 33 2 

1 

17 5 

Exports 

. , 18'8 

i 

1 15*0 

i 

29*1 

23*2 , 

1 

39 ‘H J 

i 

33'4 

; 44*2 

30 4 

i 


These statistics may be obscured both by the large increase in 
absolute quantities and the differing values of money measures in 
terms of which these ratios have been calculated, as well as, in 
the case of figures relating to Germam and France, by the 
inclusion of the trade of Alsace-Lorraine now under foreign trade, 
hut there is no doubt that the change is definitely and entirely in 
one direction, though in different intensities, in the case of all 
these countries. It is clear that with all pious professions, pacts 
and proposals, the liquidation of the political consequences of the 
war has not been earnest, and the four Great Powers have not 
become better commercial customers of each other. In other 
words, these countries have become, after the war, relatively less 
important to each other in the post-war era of increased competi¬ 
tion. As a result all of them arc* devoting increased attention to 
getting a greater share of trade in the countries outside themselves. 
This is most pronounced in the case of Germany and the United 
States. The interests of the U.S., which under the double pressure 
resulting from the “ saturation ” of the home market, and the 
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reduced possibility offered for American finished articles by the 
great European Stales, are being necessarily concentrated more 
and more upon markets hitherto held as monopoly once by Britain. 
Great Britain hopes to prevent this development assuming quickly 
its logical end in tlie existing circumstances, on the one hand, by 
seeing that Russia is restored to a capitalist absorbing land with 
undeveloped industries, and on the other hand, by extending 
possibilities of colonial exploitation in Asia and Africa. “ These 
changes in the foreign trade of the four great capitalist lands, 
therefore, furnishes a background ” writes Professor Andrus “ for 

their changed and changing attitude towards each other.” 

* # * * * * 

The inaugural lecture delivered to the London School of 
Economies on January SO, 1980, by Professor Lionel Robbins on 
his appointment as Professor of Economics reiterates the high 
ideals that have come to be associated with that School. He is 
not bothered about making the subject fit “ for a gentleman to 
study in his moments of relaxation,” and thinks ii doing a disservice 
to the Science to limit it to too much popularisation. He is 
concerned with the carrying forward of the actual business of 
discovery with whatever tools may be appropriate without 
endlessh debating the scope of theoretical speculation or the 
limitations of the statistical method and so on, so long as anything 
leads to human betterment and contentment. While the unlimit¬ 
ed emphasis on the statistical method alone he calls ‘ walking on 
one leg/ he is deeply impressed with the great power and utility 
of that method, and thinks ” there is reason to suppose that in 
the future the alliance between the economic theorist and the 
statistician will be even closer than it has been in the past. The 
rapprochement comes from both the quarters. Clearly, quantita¬ 
tive exactitude is the object of all scientific inquiry, and it is only 
by continually testing our theories by reference to the facts of 
the situation that we discover how far they are appropriate.” 
His main aim, however, is to emphasise the extreme importance of 
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the theoretical background and to remedy if possible the main 
deficiencies of which we are becoming conscious. lie enumerates 
various problems demanding* study classifying them into three main 
groups, gaps in the existing body of theory, defects in the logical 
.structure and oversimplicity in the assumptions of existing theory. 

Theory of international trade—a great part of this theory, 
particularly that part which relates to tariffs and capital 
exports, has been worked on the assumption of 
flexibility of wage rates; but substitution of rigid wage 
rates (which has been the rule rather than the excep- 
• tion in the post-war period) makes necessary certain 
modifications such as those suggested by Pigou. 

Theory of wages—a great deal oi it depends upon a labour 
market pc culiar to a rapidly-growing population but 
has to be modified, as shown by Mr. Bobbins himself, 
on the advent or approaching signs of a stationary 
population. 

Theory of costs—the construction of particular equilibrium 
cost curves has never been satisfactorily completed, 
always “ one thing at a time M being only analysed, 
and the theoretical prescience of Professor Sraffa and 
the school of Lausanne is now held up for pursuit. 

Modern credit economy—the theory of money and the 
theory of saving should no longer be held in watertight 
compartments, but the “ Pathbreaking work ” of 
Mr. ]>. H. Robertson must suggest some powerful 
instruments of policy. And so on in other cases. To 
ignore these, or to assume that only a little ingenuity 
of a rather trifling order is necessary to get over these, 
is, says Prof. Robbins, “ the practice, to-day, of only 
the writers of cram text-books or examiners in certain 
examinations.” 



Notes 


m 

This elaboration of a scheme of studies in economies brings 
us to fhe circumsfaucc of an increasing attention now being 
devoted to economic theory. There are at least two topics on 
which interesting literature is accumulating in the journals from 
America—costs of land, capital and opportunity, and again “ rent 
under increasing returns.” The “ doctrine of high wages v to 
give it the name that Professor J. II. Henderson gave in his first 
communication to the Internatioeal Labour Review Yol. XX, 
No. C>, Deeembei 1929 —has likewise evoked considerable thinking. 
Tlie relation of monetary policy to the movement of wages, with 
special reference to Great Britain, is the subject-matter of a 
brilliant, though controversial communication to the August 1930 
(Vol. XXII, No. 2) number of this Renew by J. it. Hellerby and 
K. S. Isles; and Dr. Robertson himself read at the Royal Statistical 
Society on April 15, 1930, his further researches on International 
Comparisons of Real Wages—which after all is, as pointed out by 
liis colleague J. W. Nixon, a problem of method. This paper is 
now printed in the Journal of that Society, Yol. XCI1I, Part III, 
pp. 398—423. 

* * * f ^ # # 

B. K. M. 


LABOTTli 

The Report of the administration of' the Factories Act for 
1928 shows that the number of factories subject to the Act rose 
to 7,803 as against 7,517 in 1927. The average daily number in 
1928 was 1,520,315 as against 1,533,382 in 1927. 

It is satisfactory to note that the tendency to employ children 
in the machinery portion of factories in the tea industry in Assam 
is on the decline. They are being employed more in the wither¬ 
ing shed8 and sorting rooms. 
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It is also reported that the irregular employment of women 
in Sind has been considerably checked by continued siuprise visits 
carried out by the Factory inspectors. In Burma the position is 
still bad, women are still illegally employed on night work. 

The number of children employees also fell from 57,502 in 
1027 to 50,9X1 in 1928. This is satisfactory as far as it goes. We 
cannot however expect tor greater improvement in this direction 
until two conditions are further improved. The first is the 
establishment of an adequate minimum wage which will modify, 
if not- very greatly remove, the need of poorly paid workmen to 
send their children to seek early employment in order 1o supple* 
ment the earnings ot tin* chief bread-winner of tlie family. The 
other is the imperative need ot extending free primary education 
followed by a \car or two’s course' of some vocational training. 
Unless these two factors are strengthened we shall not be able to 
reduce the employment of children much further in our factories 
in India. 

We note with regret the rise ill the number of accidents from 
15,711 in 1927 to lt>,34S in 1928. Happily however the increase 
is mostly in minor accidents. The Government, ot India think 
that the tines imposed by magistrates for breaches ot the Act are 
inadequate. We must add with regret that Trade Union organi¬ 
sations ordinarily pay slight attention to the question ot prevention 
of accidents. If they were vigilant on this point and also sought 
to educate their members to be more careful we would note a 
distinct improvement under this head in future. A great propor¬ 
tion of these accidents are preventable. 


We regret that we have not yet read anywhere of the measures 
adopted by the Trade Unions concerned, or by the All-India Trade 
Union Federation or by the Trade Union Congress itself to faeo 
the tragic situation created by the mass unemployment of workers 
in the cotton and the jute industries of the country. The situation 
is unprecedented. The causes that have brought about this state 

F. 11 
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of affairs is not merely political, as is readily assumed by some. 
Together with the political factor, which unquestionably has 
considerable bearing on the problem, there are other internal and 
world causes that have brought about this unhappy situation in 
these industries. We know that Trade Unions with their poor 
finances, and inadequate organisation cannot possibly control the 
entire situation. But unlike the employers, they have not indicat¬ 
ed the possible lines of action that may be adopted either by the 
employers, or themselves or the Government. We expected that 
a clear lead would have been given by Labour leaders during this 
time of severe distress. We recognise, however, that some of the 
more influential Labour leaders were out of the country during the 
past few months, and that the others were either in jail or have 
lw?en pre-oceupied by politics. Nevertheless, we record our dis¬ 
appointment at the lack of initiative displayed by Labour organi¬ 
sations to meet the present situation. We are of course not 
unmindful of the efforts of the so-called All-India- Labour 
Conference which was to have met at Jjahore. But we are doubt¬ 
ful whether such an ad hoc body could successfully handle the 
situation. 


The Central Advisory Council for Railways did some useful 
work when it met in July, 1930 at Simla. Amongst the number 
of things it did, it approved of the Rules of Recruitment and Train¬ 
ing framed by the Railway Board. These rules embodied (i) that 
systematic methods of training be in force, (ii) that there be as 
much uniformity in the methods in force as would be compatible 
with local conditions and requirements aud (iii) that racial discri¬ 
mination be eliminated. 

The Council approved of the plan of appointing an officer of 
the Education Department on special duty to frame alternative 
estimates of the cost of giving assistance to Railway employees 
for the education of their children (1) upto the high standard and 
(2) upto the middle standard on the principle of confining 
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assistance to cases where Railway employees have to send their 
children away from home in order that they may be suitably 
educated. The limit of pay upto which assistance may be given 
will also be investigated. 


The B. ST. W. Railway men’s Association, under the president¬ 
ship of Rai Sahib Madhusudan Das, held a meeting on the 12th 
of August, 1930 at Gorakhpur and invited the Agent to consider 
some of the outstanding grievances under which the Indian 
employees suffer and the changes they demand. The Resolutions 
passed demanded (a) that monthly and not daily wages be paid to 
w T orkshopmen, (b) that provident fund benefits be extended to 
those who received daily wages, (e) that hours of work of the 
traffic staff be reduced to 8 hours instead of 12 hours a day and, 
(d) that leave and holiday rules be improved and (e) that there 
should be an increase in their remuneration. 

Except for the matter of the extension of the provident fund 
benefit to workers on daily wages, we feel that the demand pul 
forward by the workers are reasonable. The Ik N. W. R. is a 
flourishing concern and we are of opinion that it is in a position to 
meet these demands of the employees. Careful and sympathetic 
examination of these problems is required, otherwise trouble 
is bound to accumulate for the future. 


Mr. A. M. Hayman, a member of the Railway Board, met the 
representative of the All-India Railwaymen's Federation on 
September 1, 1930, at the Railway Board offices in Simla, to 
discuss the proposed rules and instructions regarding the recent 
amendment to the Indian Railways Act dealing with the question 
of hours and rest periods of railway servants. Mr. V. V. Giri 
headed the Railwayman's representatives. The nature of the 
discussions has not been revealed to the public. We may however 
have every confidence in Mr. Giri and his colleagues and be sure 
that they will secure the most beneficial conditions possible for the 
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workers. The traffic staff has unduly long hours and has arduous 
duties to perform. The safety of the travelling public rests in 
their hands. It is to be hoped that the new rules will afford much 
relief to the traffic staff. 


We hope the long* standing grievances of the employees of the 
Kastern Bengal Railway have been impartially investigated and 
righted. High degree of efficiency cannot be achieved and maintain¬ 
ed in any industrial concern when the hands employed are suffer¬ 
ing under genuine grievances. Ready co-operation of the workers 
is an essential factor and it can only be secured by sympathetic 
and just treatment. 

Tin* same seems to be the case of the G.I.B. Railway workers. 
Their grievances too are allowed to await solution in spite of the 
assurances given to the men by Dewan Chamanlal. 


Mr. Giri has been successful with the Agent of the M. & S.M. 
Railway in the important and difficult matter of the revision of 
rates of wages in regard to the employees of that railway in so 
far as In* has secured the Agent’s consent to receive suggestions 
from the Virion. Such mutual consultation cannot but lead to 
good. It must help the authorities and at the same time it will 
educate the men to appreciate the difficulties of their employers. 

In the course of his Presidential address at the Cordite Factory 
Labour Conference at Wellington, in the Nilgiris, in August 1930, 
3>r. 1\ Yaradarajulu expressed the opinion that the British 

Government in India would be rendering great service to the 
country by (1) making provision against sickness, accidents, 
infirmity, old age and death; (2) introducing total prohibition of 
intoxicating drugs and drinks in places where industrial labourers 
congregate; (3) modernising ihe slum quarters by acquiring 
building sites and constructing homes; (4) disseminating among 
the workers scientific knowledge of agriculture and industries and 
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principles of health; (6) enfranchising the Labour Unions to elect 
their own representatives to the Legislatures and the Local Bodies. 
All these are highly desirable objectives. We may anticipate that 
the Whitley Commission will not fail to recommend most, if not all, 
of these very urgent demands. But the limiting factor we fear 
will be the financial position of the Government. 


We deplore file fact that Mr, S. C. Joshi’s motion at the 
fourteenth Sessions of the International Labour Conference in 
favour of holding a special confluence to consider Asiatic Labour 
problems was not carried. While we agree with M. Albeit 
Thomas, Director of the International Labour Office, Geneva, that 
there is great danger of regionalism developing to the deterimenl 
of international solidarity, yet the fact remains that some 
problems, (‘specially those of labour, must necessarily be dealt 
regionally as far as Asia or Africa are concerned. Industrial 
development is just setting in in these continents and social and 
racial conditions are so peculiar to these areas that labour legisla¬ 
tion will not make effective head-way except it be treated 
regionally. As long as regional legislation does not run conti ur\ 
to the spirit of international legislation, we see every advantage in 
having a regional conference of Asiatic and African countries. 


Most of the Delegates who represented India at the Fourteenth 
Sessions of the Indian labour Conference which opened on the 
10th June, 19vi0, complained of the great handicap they suffered 
under because of the delay on the part of the Indian Government 
in announcing the personnel of the delegation. This left the 
delegates very little time to study up the various subjects that 
were scheduled for discussion. It is to be earnestly hoped that in 
future the Government will make its announcements at the 
earliest possible opportunity so as to leave the delegates sufficient 
time to study up the subjects under consideration. 
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The International Trade Union Congress, holding its sessions 
this year at Stockholm, have decided to press for the adoption of 
a 44-hour week. 

The Headquarters of this organisation have now been removed 
from Stockholm to Berlin. * 

The next sessions will be held at Brussels. 


The English Trades Union Congress held its annual sessions 
at Nottingham in September, 1930. 7(H) delegates attended. The 

subjects discussed were Unemployment, Social Services and Hours 
and Wages. It also discussed the Report of the Economic 
Committee on Empire trade. It appears that the Congress have 
not made a fetish of the Eree Trade principle. They are willing 
to modify the application of free trade as long as it helps to re-act 
favourably on employment,. 

It also appears that Congress are weakening in their belief 
in the old time slogan of “ Socialism in our time.” The task of 
the Labour Government was compared to that of building a road 
without stopping the traffic. , 

The Congress have decided on a 44-honr working week 
inclusive of meal times. • 

Family allowances were discussed, but opinions were sharply 
divided. The resolution in their favour was defeated. 

A resolution was passed calling upon the Government to take 
over to itself from the Bank of England the power to finance 
national requirements. It is alleged that a great deal of the un¬ 
employment in the country is due to the financial policy adopted 
by the banks. 

The repeal of the Trade Disputes Act was urged. 

Mr. B. Shiva Rao attended the T.U.C. at Nottingham as a 
fraternal delegate from the Indian Trade Union Federation. 
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The British. Medical Journal publishes a report that it requires 
19 per cent more energy tor a normal person to perform duties in 
noisy surroundings than in a quiet environment. 

It has also been proved by experiments that a sound of a given 
magnitude produces a reaction of fear in the newly horn infant, 
and that noise raises the blood pressure in the adult. 

The New York Noise Abatement ('ommission are trying to 
construct noise-proof buildings and create zones of silence in the 
cities and are imposing fines on those who create unnecessary noise. 
It is estimated that 75 per cent of the street noises could be 
abolished. 

We wonder when such a Commission will be established in 
India to investigate and suggest remedies tor the elimination ol 
noise from industrial establishments, markets and mundicx and 
slum areas of towns and railway stations. The wear and tear on 
our workers is already great enough, relief from an\ direction will 
be a national service rendered to the country. 

While we regret that Mr. N. M. Joshi, contrary to every 
expectation, has not been asked to participate in the Hound Table 
Conference, we are happy to know that Mr. Shiva Hao has been 
invited to attend the Conference. Devvan Chainanlal declined the 
invitation extended to him. Mr. Shiva Hao is a self-less, keen* 
sighted and a respected leader of Labom. He knows his subject 
well and may be expected to discharge his duties with ability and 
courage. 

We record with much regret the sudden death of Mr. Joseph 
Baptista on the 18th September, 19Q0, at Bombay. Mr. Baptista 
has been an energetic, able and trusted Labour Leader for many 
years. He had the honour to be elected President of the All-India 
Trade Union Congiess and has represented India at Geneva as one 
of the Labour Delegates. Mr. Baptista was versatile and besides 
his high academic gratifications he had much practical sense and 
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administrative capacity. He was elected President of the Bombay 
Municipal Corporation in 1925. He represented the Indian 
Christian community in the Legislative Assembly in 1920. His 
sudden death has been lamented by all, not least the workers, for 
whom lie laboured so long and so selflessly. Mr. Laljee paid the 
following tribute to Mr. Joseph Batista at his open grave during 
the funeral service: 

* Mr. Baptista was a great, man inasmuch as he worked ior the rich and 
1 he poor and tor the members of ail communities. He worked hard for the country 
particular^ for Bombay in a praiseworthy manner. He was a true Christian and 
went through life like a Irue Christian. May lie rest m peace. On behalf of the 
citizens ol Bombav 1 pav my last respects to a great man.” 

—S. K. It. 


INDUSTRY, TRADE, TRANSPORT, ETC. 

The boycott movement 1ms been in the field for about the last 
six months. To what extent hits it been abl<» to cheek the imports 
of British goods in general and foreign cloth in particular against 
which it has been directed? The answer to this question should 
be indicated by the decrease in the imports ot the commodities in 
point in those months as compared with the imports in the 
corresponding months of the previous one or two years. But at 
the present time the decline in the imports is not due to the boycott 
movement alone but is the composite effect of the working of a 
number of factors in the same direction and the results of any one 
ol these are not possible to disentangle from those of any other. 
The most important of these factors is the fall in the prices of 
commodities like jute, wheat, cotton, rice and groundnuts. The 
prices of these in Tilly 1930 compared with their prices in 
November 1929 fell—of jutes (first) by 30 per cent, of wheat by 
38 per cent, of cotton by 40 per cent and of rice and groundnuts 
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by 14 and 20 per cent respectively. Such enormous falls have 
reduced the purchasing power of the majority of the population 
to a very low point. They would have considerably brought down 
the figures of imports even if thoie had been no boycott movement. 
Then, there is the increase in the import duty on cotton goods. 
This must claim a share of the decline in imports. Then, 
again, the politieal situation in the count]y is all but desirable 
and must make the eountn importers and tin* loreign exporters 
adopt a cautious attitude towards the amounts they import and 
export respectively, which attitude would natural!) reduce imports. 


Still the l)o>cott movement must claim a considerable por¬ 
tion ot the decrease in imports during the last six months, 
especially silica* did), as directly attributable to itself. Since this 
month the imports have fallen much more sharply as compared 
with the imports ot the corresponding months of 11)29 and 192S 
than they did before July, and naturally because the movement 
could not have been expected to produce its full effects immediatc- 
1) it was launched. Tables of impel ts are given below which throw 
a good deal of light on what tin* boycott has done in this regard 
in the months in which it has been at woik. 

Table I Ini pot is. 


1 

Month 

1929 

1930 

Deeieasc in 1930 us 
compared with 1929 

Rr. (lakhs) 

, Rs. (lakhs,’ 

' Rh. (lakhs) 

I’or cent 

April 

34,64 

t 18,10 

6,44 

202 

May 

1 31,23 

! 0,19 


15*6 

dune 

16,53 

13,8? 

2,65 j 

1 

160 

duly 

19,06 

1 

18,65 

6,41 ; 

| 28'4 

August 

| 20,34 | 

12,75 

7,69 

37-3 
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Table II — Imports from the United Kingdom . 


, 

Month 

! 

| 

1930 

Rs. (lakhs' 

it 

oc 

& 

Decrease in 1930 as 
compared with 1929 


Re. (lakhs! j 

1 

| Per cenli 

j . 

April 

11,17 

1 

1 8,18 

2,90 j 

367 

May . 

9,05 

7,02 

2,08 

244 

Juno .. .. i 

7,10 

1 5,55 

i 1,61 

1 

23-8 

July . . 

8,04 

5,22 

2,82 

85-0 

August 

8,47 

5,81 

3,16 

37;3 


Table III—Imports oj Cotton Twist and Yarn . 
(a) Grey {in thousands of lbs) 




1980 April 

May 

June 

July 

Aug. 

Total 

United Kingdom 

632 

661 

545 

572 

314 

2,724 

Japan 

... 

510 

549 

379 

288 

240 

1,966 

Other countries 

880 

1,091 

938 

870 

406 

4,184 

'Petal 

1980 

3,022 

2,301 

1,862 

1,730 

969 

8,874 

>» 

1929 

3,410 

2,383 

2,342 

2,969 

2,163 

13,166 

n 

1928 

1,108 

2,274 

2,226 

2,067 

2,147 

9.822 



(b) UViite {in thousands 

of lbs) 



United Kingdom 

372 

427 

858 

315 

194 

1,661 

Japan 

... 

10 

39 

77 

43 

18 

187 

Other countries 

4 

... 

2 

2 

... 

8 

Total 

1980 

386 

466 

432 

360 

212 

1.836 

M 

1929 

662 

609 

594 

644 

384 

2,693 

p 

1938 

378 

413 

894 

465 

370 

2,019 



(c) Coloured {in thousands of lbs) 



United Kingdom 

142 

191 

180 

131 

156 

800 

Japan 


... 

... 

4 

... 

... 

4 

Other countries 

58 

16 

22 

10 

6 

112 

Total 

1980 

200 

207 

206 

141 

163 

916 

IF 

1929 

393 

416 

422 

364 

422 

2,019 

w 

1928 

276 

237 

890 

227 

838 

1,468 
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Table IV— Imports of Cotton r iecegoods {.in lakhs of yds.) 
(a) Obey 



A pril 

May 

June 

July 

Au g. 

Total 

United Kingdom 

442 

285 

180 

132 

150 

1,13*1 

Japan 

298 

341 

227 

146 

88 

1,100 

America 


2 

1 

... 

... 

3 

Other countries 

1 

0 

1 

3 

... 

6 

Total ... 1930 

741 

028 

359 

281 

>'88 

2,247 

« * - 1929 

.. 1,016 

711 

352 

666 

906 

2,660 

CO 

s 

818 

403 

234 

616 

851 

2,882 


( b ) White 


United Kingdom 

426 

348 

269 

204 

197 

1,434 

Other countries 


60 

48 

33 

33 

25 

189 

Total 

1930 

476 

396 

292 

237 

222 

1,023 

n 

1929 

596 

894 

344 

398 

382 

2,114 

m ••• 

1928 

593 

662 

406 

390 

487 

2,698 


(<■) 

COLOURED, 

Printed 

UR Dykj: 




United Kingdom 

286 

206 

163 

132 

204 

980 

Continent 

21 

22 

19 

16 

26 

104 

Japan 

105 

76 

82 

56 

38 

356 

Other countries 

9 

10 

8 

2 

6 

35 


Total 

1980 

420 

318 

262 

206 

274 

1,474 

„ ... 

1939 

615 

443 

306 

344 

418 

2,035 

i* 

1938 

461 

474 

366 

327 

656 

2,174 
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The economic situation in the country has not in any way 
l>een eased by the boycott movement not even with regard 
to the cotton mill industry which was expected to improve under 
its operation. If anything it has helped to make the industrial 
and trade depression which has been overshadowing India for some 
time more depressed. Besides the decline in the imports to some 
extent, it has been responsible for the closing down of a number 
of cotton mills particularly those which were European-managed, 
the shutting up of a part of the Dliariwal Mills in the Punjab, of 
the Peninsular Tahaeco (’ompany at Uasdeopur (Monghyr), the 
stoppage of the work of a large number of the silk weavers at 
(Vmnbatore and Salem, and the throwing out of employment as a 
consequence of these of the thousands of workers and labourers 
who were employed in those mills ami works. 


The positive or constructive aspect of the movement thus far 
seems to be the 1 awakening of the spirit and love of Smideshi which 
are developing and are sure in the end to produce practical results, 
and the organising of S trad nth i leagues and exhibitions. The 
former have been established in many important cities and the 
latter have been held on a small scale at several centres but an 
All-India $ "'mintin' Exhibition was held at Delhi some days back 
and another All-India Sirmleshi Exhibition will fake place in Bombay 
in November. But the chief attainment of the movement is 
the tremendous stimulus it lias given to the production and use 
of lluuh or home-spun. Detailed figures are not available of the 
production and sale of Ihudi as it is being produced in cities and 
villages by the people for their own consumption. The All-India 
Spinners Association have, however, issued figures of its produc¬ 
tion and sale by the association and its affiliated organisations ail 
over the country during the first half of the official year of the 
Association from October 19*29* to March 1930, which are very 
enlightening as compared with the figures of the same period of 
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the last year, the figures show that production increased by 73*1 
per cent and sale by 50*7 per cent. The figures are noted below;— 




V” . .-. 

PRODUCTION 

haj.k 


Name 


1928-29 

1929-30 

1928 29 

1029-30 

- - - 




1 


Andhra 

... 

1,24,774 

2,89,765 

1,93.562 . 

1 

3,30,305 

Debar 


28,700 

1,87,659 

1 

1,75.296 ■ 

2,58.270 

Beiigul 


2,01,460 

1,69,780 

3,37.868 

8,01,279 

Bombay 



... 

1,25,150 t 

2,31,631 

Burma 



... 

18,260 

10,227 

IMlii 

* • 

40,072 

1,19,118 

38.220 . 

74,702 

CnjaiiU 


12,808 

10,146 

02,808 

87,475 

Knr mi lak 


34,246 

80.808 

1,03,442 

1,81.309 

Kashmir 



46,485 

... 

23.128 

Mu harastru ... 


19.690 

31.219 

! 1,24,816 

1,70,608 

Punjab 


48.266 

1 11.487 

| 60,431 

1.20,810 

Kajusihmi ... 


74,570 

1,41.342 

1 39,408 | 

84,312 

Hind 


j 

... 

! 

3,902 

33,022 

Tamil Nad ... 


5.08,445 

7.42,195 

1 4,30,388 

5,02,315 

United Provinces 


46,796 

1.09,794 

95,198 

2,71,940 

Utkdl 


18,967 

33,220 

40,194 

51.471 

Total 


12,33,776 

20,93,007 

18,00,927 - 

28,04,682 


A trust called the Kxport Dniest (India), Ltd., has been 
formed by some Gorman manufacturers with the aim of * selling 
as many German products us they can to India and of buying as 
many Indian products and raw materials as possible for consump¬ 
tion and use in Germany.’ The trust will cooperate with Indian 
capital and enterprise to further the development of Indian 
industries and explore foreign markets other than British. It has 
established its office in Bombay and started work in April last. 
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Already it is said to be doing excellent business* The large 
number of articles sold on the footpaths of Bombay are supplied 
by it and its wares, crockery, hardware, toilet requisites, etc,, 
are very much liked by the people. 

For the time being the Export Dniest is confining its activities 
mainly to selling and buying but it has under consideration vast 
schemes for the starting of new industries in India which when 
fully developed will make the country self-sufficient. Of these 
various schemes one has practically been completed and concerns 
the establishment of the India Stationery Company which will 
produce all stationery including the finest kinds of pencils required 
in India. Other schemes pertain to the starting of the manufac¬ 
ture of cigarettes, glass-ware, soaps, boots and shoes, brushes, 
chemicals, hard-ware, cutlery, paints and such other articles. So 
long as these industries are not started, the trust will supply to 
India the various articles and commodities she requires at com¬ 
paratively cheaper prices, 

The proposal for the amalgamation of the principal mills of 
Bombay somewhat on the lines of the Lancashire Cotton Corpora¬ 
tion is making headway. Several meetings have been held between 
some of the mill-owners, the Finance Member of the Govern¬ 
ment of Bombay and the Managing Governor of the Imperial Bank 
of India in regard to the matter. The services of a representative 
of the famous firm of mill valuers Messrs Airey Entwistle and 
Company, Manchester, have been requisitioned for the purpose of 
valuing the several cotton mills of Bombay. A meeting of the 
proposed Bombay Textile Mill Merger Committee was held on 
September 29, 1930 and it decided to send a circular letter to all the 
mills interested in the amalgamation to supply full information 
regarding the plant, machinery and buildings of each mill as well 
as particulars concerning bleaching and dying plant, bungalows, 
chawls and other buildings with ground plans together with 
copies of balance sheets of each mill company. The mills will also 
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present a note on the approximate value on September 80, 1930 
of stocks of cotton, cotton in process, yarn in process, cloth on 
looms, in the warehouse and in bales, stores, coal, oil, and any 
other articles that constitute the working stock so that the 
Committee might come to a figure for the working capital of the 
proposed merger. With regard to finances some negotiations took 
place between the Finance Department of the Government of 
India, the Imperial Rank of India and the millowners to advance 
loans to the amount of about Rs. 10 (lores to provide working 
capital, but final arrangements do not seem yet to have been 
arrived at. 


The Hides Cess Enquiry Committee appointed by the Govern¬ 
ment- of India in September 1929 have submitted their report. 
They have recommended the creation of a permanent Cess 
Committee with the object of looking into the problems ot 
improvement of raw stock, leather goods and allied manufactures, 
and handling them both in India and abroad. They have proposed 
a, constitution for the Committee on which all the interests 
concerned are to be represented. As regards funds they are of 
opinion that Rs. 5 to 7 lakhs a year will suffice for the Committee to 
start on its work. And that this amount will be yielded by the 
proposed cess rate on raw hides and raw skins. If extra sums are 
needed they should they suggest be got by raising the cess rate 
provided the interests concerned are consulted about it and give 
their consent to it. Concerning the articles to be cessed and the 
rate of cess, their proposals are—(1) The rate of cess should be 
one per cent, ml valorem ; (2) the articles which will be cessed 
should be raw hides and raw skins; (3) the cess should be an export 
cess—that is, levied on articles when exported; (4) the cess should 
be levied according to the existing export duty schedule of tariff 
valuations.’ 
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The Government of Kashmir had for some years under consi¬ 
deration the question of establishing a silk-weaving factory at 
Srinagar. They have now decided to start it through private 
enterprise which will receive every encouragement from the state 
Government. An agreement has been reached with the local firm 
named Bliagat Kukhdial Amir Uhand which will receive a loan on 
favourable rates of interest of Its, 3 lakhs in two instalments and 
which will be required to pay it back within nine years. Besides 
the loan which is to cover one-half the cost of the factory, the firm 
will get raw silk on three mouths’ credit and electric power on 
concession rates and will be exempt from the payment of- the 
import duty on chemicals and machinery and of the toad till on 
vehicles plying specifically for the use of the factors. The firm 
has been awarded the monopoly of these concessions for a period 
of 15 vears. 


According to a memorandum on world production and trade 
issued by the Economic Section of the League of Nations the 
uorld’s population has increased by 10 per cent between 1913 and 

t 

1929 while the production of foodstuffs .and raw materials has 
gone up by 25 per cent and the trade by 22 per cent. Since 1925 
the iron steel and mechanical industries including engineering, 
shipbuilding, motor manufacture and the electric industry have 
increased by 25 per (tent. The development of cotton and wool in 
the textile groups has been slow while that of natural and arti¬ 
ficial silk has been quite fast. The production of electricity went 
up by 33 per cent between 1925 and 1928. 

The absorption by the United States and France of the 
equivalent of world’s production of gold since 1929 which has 
deprived the central banks of £50 million is one of the chief causes 
of the existing economic crisis the world over. What situation 
the world will have to face when the gold production which is put 
a l £80,800,000 for 1930 comes down year by year to £74,000 in 
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1940 and which will decline much faster after this date owing to 
the gradual exhaustion of the South African mines according to 
the forecast of the gold delegation of the League Financial 
Committee cannot he conjectured without alarm. To avoid another 
crisis the world will have to agree to some system of currency 
which will do away with gold for domestic currency purposes. 


The continuous decline in the British exports of cotton piece- 
goods is very well brought out by the figures which the British 
Government Cotton Committee appointed in August 1929* to 
inquire into and report on the position and prospects of the 
Lancashire cotton industry give in their report which is out. The 
figures show that in 1913 Britain exported 7,252,000,000 linear 
yards of piecogoods and in 1929 only 3,704,861,(KK) linear yards'— 
that is the export of these goods declined by 3,487,149,000 linear 
yards. The chief reductions are in exports to India which came 
down by 00 per cent in quantity and to China and Japan which 
fell by 70 per cent. The exports to British India decreased from 
3,057 million yards in 1913 to 12(>8 million yards in 1929 and to 
China and Japan from 773 million yards to 220 million yards. 
The figures for 1930 will tell a much more woeful tale. 

The JLancashire (lotton Corporation is going to absorb the 
whole British cotton trade into a ralionalised industry. It has 
since its registration examined 204 companies controlling 29 
million spindles with a view to their absorption. 100 of these 1 
companies have been found fit for absorption and offers have been 
made to them for corning in while 40 companies have been refused 
as being unfit. Of the 100 companies that have been asked to 
join in 99 companies possessing 9j million spindles have accepted 
the offer and 17 companies controlling 1J million spindles are still 
considering it. Half of the latter companies at least are expected 
to agree also* 


F. 13 
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A number of prominent industrialists and commercial men in 
Britain have formed a Council of Industry with Sir W. Morris the 
well-known motor manufacturer as chairman. The aim of the 
Council is to advance by all possible means the economic and 
financial prosperity of Britain and protect Empire Trade. It has 
proposed ‘ a programme of protection for the industries, a drastic 
reduction of taxation, and a common Empire fiscal system/ 

According to a statement of the Times of India the situation 
with regard to the Bombay Textile industry is showing signs of 
improvement. Many firms have made sales and considerably 
reduced their stocks. As a result several mills which had decided 
to (lose are at work. The unemployment figure has come down. 
Towards the close of September it stood at 51,000 but now it is 
»», 000 . 

The present position as regards the industry is that out of a 
total of 78 mills in the city 10 are dosed entirely and 15 are 
working partially, while the remaining 47 are working normally. 


—G. I). Iv. 
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British Budukts, Second Shhiks. 1013-14 in 1020-21, By Sir Bernard Mallei, 
K. 0, B. and t\ Oswald George, B.Sc. (Boon.), Messrs, Macmillan & Co., 
Jdd,, 1020, Hvo, {>p, \xii-f-410, Trice 20net. 

The two outstanding ieulures of this second series ol British Budgets presented 
hv Sir Bernard Mallet m collaboration with Mr. C. O. George are increases in 
public expenditure and in public debt ft. The extent of the growth in public 
expenditure from 1018*14 to 1020-21 will appeal from the following table, which 
also im hides the figures for 1018-10, the year of maximum nominal expenditure 


Audited kmmcnditukk iv £ million durino 


SlUl VICKS 

1013-14 

1018-10 

1020-21 

Consolidated Fund 

. 37 

281 

378 

Fighting 

.. 80 

1,410 

354 

Civil ... 

. 55 

1,400 

523 

Bevenuc (Tost Office, Customs, etc.) . 

.. 30 

50 

70 

Total 

208 

3,147 

1,331 


Even if allowance is made for the fall in the purchasing power of money, 
the growth is truly remarkable and is a striking testimony to the elasticity of the 
British system of taxation. 

Coming now to detailed figures, it is to he noticed that the expenses for 
Consolidated Fund Services and Civil Services have each risen nearly tenfold, 
whereas the cost of the Fighting Services lias increased nearly four times during 
1020-21, as compared to 1013-14. Tt is true that the first and the third increases 
are mainly due to the War, but the same thing cannot be said* of the Civil Service* 
—a fact which will be evident from the follow ing analysis : 

319 
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Audited expenditure in .1 miujon during 
Items he Cmi, Service 1913-14 1930-91 

Ihuhwn and Canal Agreements (uieluding Coastwise 


Transport Subsidy) 

.- 

43 

Bread Subsidy 

.- 

40 

Goal Mines IVhcieitey 

. - 

15 

Old Age 1’elisions .. 

. 12 

25 

Uubltr Education 

. 19 

58 

Board of Agriculture 

1 

0 

Ministry of Health ami Health Insurance 

5 

Iff 

Ministry of Labour and Unemployment Grants 

1 

29 

Total . 

38 

231 


Leaving out otlier items ol a like nature such as housing subsidies and 
advances, which also ale not dnectlv attributable to the War, there has been a 
considerable increase in social expenditure. In this lies the secret of success of the 
British taxation By spending more money on education, for instance, 

there is n greater impetus to production on the one hand, and a transference of 
wealth from the rich to the poor on the other. Tima far from there being any 
umluh heavy burden of taxation, there may he a net gain to the community in 
the shape of a higher national dividend as well as in its better distribution. 
Unfortunately in India, the tendenev seems to be to starve the secondary service# 
of the state on the plea of " economy ” and financial stringency—a short-sighted 
policy whose effects are so patent at the present time. 

Another feature no less disquieting in the Indian budget i# the heavy propor¬ 
tion of indirect taxes to total revenues. Tn Great Britain, on the contrary, 
income-tax is very sharply graduated and the proportion of direct taxes to the 
total tax revenue has gone up from I57-5 per cent during 1913*14 to 63*2 per cent 
during 1920*21. Thus not only is more given to the poor a# shown above, but 
inore is also taken from the rich, with the result that inequalities are removed 
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by a double process. This “ demoeratisalion of finance " becomes evident when 
we remember that duing 1874*75 the proportion of indirect taxes to total tax 

revenue was about the same as the porportion of direct taxes during 1920*21, 
viz., (>7-2 per cent. Furthermore, indirect taxes are made up of the taxation of 
luxuries to a greater extent now than before. 

The increase in the "British Public Debt from 1*019,770,000 on 1st April, 1914, 
to £7,585,410,000 on 81st March, 1921, is appalling, even when adequate allowance 
is made for the variation m the. purchasing power of money. Tt may riot be 

generally known that the pre-war debt is also a legacy of previous wars—the Boer 
War, the Crimean War and even the Napoleonic Wars. Tn fact, if the British 
Public Debt of £‘850 million during 1817 is compared to the debt of £050 million 

at the beginning of 1914-15, it will be evident that the decrease of C200 million 

in the nominal amount is rendered nugatory bv the considerable increase in the 
value of money. Tf the previous wars thus led to debts, which were so heavy as 
to be difficult of repayment in the, existing conditions of public finance, the 
heaviness of the burden of the present war-debts cannot he regarded as incom¬ 
mensurate with the gigantic effort, which bad to be made Tt is true that the 
British depended on taxes rather than on lpans for financing the War to a much 
greater extent than the other belligerent nations, yet, at tin's distance of time, 
one cannot fail to notice an unjustifiable disinclination to enhance taxes, e.g.. in 
T/lovd fleorge’s first war budget. Even now, when fatuous cries about “making 
the enernv pay** have been silenced, one frequently hears talks about “ making 
the posterity pay.” As Dr Dalton has rightly pointed out, the posterity, if thev 

par at all. pay to the posterity and not to the present generation. Tt is onlv by 

reducing Uio debt that the debt charge mar he reduced ; there is no other way. 
Repudiation is politically impossible: inflation is economically disastrous -elsewhere 
ns in Crormany. 

Could this burden <»f public debt have hi on made lighter, not onlv bv resort¬ 
ing to greater taxation, hut also by avoiding wastes? This brings us to the 

authors’ estimate of the whole financial policy and administration of Cl real Britain 
during the War According to them, there is no question that the maximum 
fighting capacity of the nation was never attained. There is equally no question 
that there, was “ failure to attain the optimum point of taxation, failure to reduce 
to a minimum all unnecessary consumption and failure to avoid serious social 
discontent.” The usual gibe about being wise after the event cannot he applied 
to the authors, who are thoroughly unbiassed, although rfghtlv critical. Nor do they 
fail to recognise that other belligerent nations have fared worse than (Treat Britain. 

The presentation of the figures and their analysis leave nothing to he desired. 
Tf the first part of the present series lacks the pungency of opposition speeches 
extracted in the previous series, the second part gives a closely reasoned and 
extremely valuable discussion on public finance, 


H. Binha. 
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Ruhticus Boquhtk, bv M. L. Darling, pp. RX), Oxford University Press, Bombay, 
Price Rs. 9, 

Mr. Darling once again baa laid all students of India’s Rural problems under 
obligation to him. He has given an intimate view of the village problems o* 
four differing sections of the Rniyat. The book is informing, stimulating, illuminat¬ 
ing and scholarlv. Neither drv-fis-clust nor dullness find plaee. 

The book is based upon experience, study and wide reading. 

The first part is a diarv beginning Deeernber 3, 1928, ending February 10. 
1929. Tt covers fiftv daily marches on horseback, and extended to over seven 
hundred miles. Manv Co-operative Societies and Banks were examined. 

The second part of the book summarizes the tour, conclusions are drawn and 
suggestions are offeied These nre hound to command attention. 

The book ealls to mind, and the title suggests the method of Herodotus. 
The author reports what he hears, without accepting it as always true, or reason¬ 
able. Tf also suggests Cobberf’s “ Rural Rides, 11 although Ihere is this difference 
between them. Mr. Darling looks on the coimtiy-side with the eves of the eco¬ 
nomist, strongly concerned with the co-operative movement, while Oobbetl rides as 
a farruei. with a gospel of better agriciiltuie for "England. Tf todav T wanted to 
take up farming in England. T would go over Cobbett’s writings knowing that his 
observations would be of value to me in my quest for a soil of high natural 
fertility. 

While gaining much information from the author’s daily marches, there is 
much that he does not record that the farmer would like to know. The author 
is interested in the results of agriculture, he sees the importance of better fanning, 
hut of agriculture as such there is little in the hook. The farmer would like to 
know the breed, qualify and condition of the sheep and goats belonging to the 
famih of Gaddis, pp 7 and 8 The farmer also is interested to know the variety, 

vicld, and cost of production of the various crops, the different cropping systems 

in the different tracts 

The author is loyal to the Pnnjab. and hinds its people who are worthy of 

culogv. Does the exaltation of the Panjabi cause a depreciation of the dwellers 

in the less favored provinces? many non-Panjabis would question :—“ But 
where the rainfall is higher, vitality is low; and where vitality is low character 
suffers ” fp, f>7). During mv years in Tndia T too have come to admire the Panjab 
and its folk, and to note their ninny virtues. Truth however compels me to add 
that then* -seems to be something in the Panjah atmosphere that is inimical to the 
growth of that estimable virtue, modesty. 

There nre several instances of a curious use of words : 

Should not “herd” on pages 17 and 78 be “herder”? 

Rhould not " girdle ”, on pages 81, note 1, and 142 be “ grjddle ” ? 
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On pages 49 and *283 is not “ churn " used lo describe the dasher 

or agitator? Is not the “ churn ” the * vessel " or container as used 
in this sentence on page 49? As 1 have seen one type of Indian 

churn at work, a piece of cord is given two or three turns round 
the handle of the dasher. The person or persons who work it, hold 
one end of Ihe cord in one hand, and the other end ill the other hand. Each arm 
is pulled in towards the body or thrust out from tlie body alternately; this causes 
tho dasher to revolve clockwise when one hand is pulled in towards the body and 
counter clockwise when it is thrust out. Jh the author quite clear when he 
states:--" Bhe turns it rapidly to and Iro”? 1 am not familiar with the idiom 
turn to and iro." As one lanuliai with some of the processes of making butter, 
1 am not sure that the author clearly expresses Ins meaning in the following : 
(p. 49) "... dung cakes are used to heat Die milk and make the cream rise. In 
ihe evening this is mixed with curds, and the next morning the whole is churned 
mto butter." .The procedure usually Io)lowed is that the milk is boiled slow'ly, 
winch sterilizes n, then some curd sa\ed ovei Jrom the previous batch ol sour 
milk is added to sour it with bacterid that give a desirable flavor. This curd 
which has been saved ovei is usually culled a ’* blatter." Having stood all night, 
the starter has usually done its work by morning and the whole lb sufficiently 
sour to churn. The object ol churning is to separate the butter fat from Die curd. 
There is no process recorded ttdlmg how curds can be churned into butter. 
'Taking out men then meals" (p. 351) hardly conform a to the demands ol 
ihotoric. 

These instances arc noted because they are there, but it would not be wise 
lo allow them to influence the mind unduly against ihe real solid worth of the 
book, which is great. 

The plan of the book is to make most of the diaiy center round those aspects 
of village life not adequately dealt with in ' The I’anjab Peasant in Prosperity 
and Debt." These are, in general, the peasant’s relation to the landlord; 
redigious leader; beggars; cattle; cost of marnages; village industries; status ol 
woman; emigration; housing; rural samtution and rural reconstruction. A lover of 
India tempted to he impatient at the slowness of the upward trend m the standard 
of living m the villages will be enheartened by the enumeration ol the many 
examples of progress met with on this tour. I tried to make a list and found it 
altogether too long to insert in Dub review. Jf the educative processes observed- 
just beginning or well-established—can be patiently, intelligently continued and 
multiplied, some now living will see a new' India wherein the old light will be 
suffused with the new, and a contented prosperous and happy people dwell. It 
is this slow, persistent, unhurried, educative programme that will bring results. 
If only patriotic, enthusiastic young India could see its unsurpassed opportunity 
to enlarge and hasten this programme, it would prepare itself for the task. 
Without adequate preparation success is impossible. 
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The author seems committed, along with many other present-day writeta, to 
gome theories that Mime others do not regard as fully established : Birth control; 
overpopulation; against improved tarm implements ior the village farmer, and 
other machinery to rid human life of its degrading debasing drudgery, (see p, 
f>4) ‘ to complete one's disgust an ml engine/* 

TJie business of agriculture the world over, today, is depressed because more 
lias been produced from the held* than the present number of people in the world 
can consume with their present standard of living. By many it is assumed that 
an increase of population causes a lowering of the standard of living. To remedy 
this depression two things should happen which are not mutually exclusive: 
(1) more mouths to lend, more bodies to clothe, more houses to be built; (‘2) each 
mouth to consume more, each Body to have more clothing, each house to be enlarg¬ 
ed or in other word* an increased population enjoying a higher standard of living. 
The recent census of the Tinted States shows a population increase of 16*1 in 
ten years. The standard ol living lias men during this period. 

India as a whole is not overpopulated. Millions of acres ol good land await 
people to cultivate them. Some parts of India have congested areas, where the 

people press too heavily on the land. Ear too large a percentage ol the population 

is engaged iri agriculture. Some way should be found to get forty per cent of 
those engaged in inrunng oft the land into education, industry, manufacture, 
commerce and lianaportation (’heap clectrn power in (be Banjul), with the 
mechanical bent of certain groups (Sikhs and motors'), promises to relieve the 
pressure on the soil. 

India in the production ot her staples is ju competition with world production. 

What the present situation in India calls toi is to reduce the cost of production. 

This demands improved methods, and the basis of a better method is improved 
farm machinery and implements. Cost of production is being continually lowered 
in those countries which are increasing the amount of power machinery. India with 
the country plow, bullock draft, hand tools, threshing floors cannot compote with 
the tractor plow or the combine harvester-thresher. The author gives au 
example of the custom of two pairs of bullocks to w’ork 28 acres in Lyallpur 
which has canal irrigation. Tins ls-one bullock to each seven acres with old fashion 
country implements—an impossible burden. But with modern implements adapted 
to the bullock, one bullock to twenty acres is ample. India must come to 
improved farm machinery if she is to have a favourable margin between cost of 
production and selling price. The agricultural departments of India have a record 
of which they may well be proud, yet it is true that the branch known as 
Agricultural Engineering is the “ Department Nog tectum.” The Agricultural 
Colleges have highly trained engineers in almost every branch of engineering 
except agricultural engineering. In connection vnth all the big irrigation schemes 
there is great need for an agricultural engineer. Many mistakes might have been 
avoided and much progress made had these heen attended to. The author reports 
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24D; a fodder cutter out of order and no one to repair it. The limiting lector 
111 the introduction of unproved iaim machinery is not money, but men trained 
to maintain it m running order. 

Regarding Mr. Gandhi's spinning programme, the author approves, how jf 
there is no other possible gamlul occupation lor the small farmer when he has 
no work on Ins laud, all well and good. But it there were reasonable inducement 
to make the effort, the farmer might devote Ins tune to improving his holding, 
as for instance, levelling land, terracing, putting in dams to prevent erosion, 
digging new wells or deepening old wells, drainage, trenching manure, or working 
at a compost heap, preparing bone lor phosphate* manure, lencing, protection 
against wold animals, insect pests and various lungus and bacterial disease, 
intensive instead of extensive farming. Hneh etfort would ultimately give a much 
greater return than spinning. This most Indian farmers know, but the system 
of land tenure‘where the landlord takes a lived share ol the produce discourages 
the farmer. The Banjab saying is that the ttntai system makes the landlord 
rich and the tenant poor The autlioi cites tanners who had very little leit aftei 
landlord or moneylender had taken his share (pp. 218—*285). He also mentions 
landlords 4 who levy dues not entered in the revenue papers hut sanctioned by 
custom *’ (p. 2M). In some parts of India the illegal exactions of landlord or 
petty official do more to hinder agricultural! prosperity than almost any other cause. 
Nothing cuts the nerve of effort more than to know that one is not to get a fair 
share of the increased produce due to one's own extra effort. Between landlord 
and money lender the larmer frequently is left with less than he needs to keep 
him efficient. Why sow lor another to reap? 

The manure pit is advised by the author. In many cases it is all that can 
be done under present conditions. Dr. Fowler at Cavvnpur, and Mr. and Mrs 
Howard at Indore suggest that a compost heap properly inoculated, turned over 
several times, not only increases the manurial value, but greatly shortens the 
period df rotting. A properly managed compost heap uses all organic waste ami 
quickly converts it into valuable manure. 

The author reports that many l’an jab farmers keep a cow to produce bullocks, 
and a buffalo to supply milk and gin. This is an economic waste. The cow 

should not .only produce the bullock, but also the milk and the ghi. There is a 

widespread but erroneous belief that draft quality in the bullock, and milking 
capacity in the cow are mutually exclusive. Those best qualified to know in 
India, contrary to the findings of the Itnyai Commission, point out that a dual 
purpose type of cattle where draft-quality shall be present in the male and milk 

capacity in the female are attainable in India.. A cow producing forty pounds ot 

milk a day, will generally produce it cheaper than a buffalo will produce an 
equal amount of milk. There is usually much more body weight to be maintained 
in the buffalo than m the cow. Therefore more of the ration must go to maintain 
the body, before any of the ration can go to the production of milk. Until very 

F. 14 
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recently (with one or two notable exceptions) little attention has been paid to 
breeding to increase the milking capacity of the Indian cow. It is a waste of 
good food to feed a cow for milk if she does not have the milking inheritance, it 
is also a waste of good cow to underfeed her if she has inherited the capacity to 
produce milk. 

The author examines Mr. Bxayne’s work at Gurgaon and points out its defects, 
which arc serious, yet in spite of them the experiment is worth all it cost. Wiln 
n little better atmosphere and attitude it might have succeeded. What Mr, Brayne 
was attempting is what Mr. Darling also advocates, also Mr. Moreland and the 
Royal Commission on Agriculture. It is an attempt to capture the citadel of the 
Indian peasant farmer, to get at his will m terms that the villager can oompre* 
hend. Without getting the willing consent and hearty co-operation of the villager 
no programme for rural betterment can succeed. Therefore all welcome the author’s 
suggestions to deal first with the inner man, once that is won, the expression of 
that light from within the villager will be fruitful. 

This book opens the floodgates and one could go on. But that would be 
hardly fair to the reader, (let the book and study it. The laBt chapter deals with 
the relations between religion and economics. There is needed today much further 
study in this field. There is promise of rich harvest to the one who will work 
out the economic consequences of social custom and religious belief in India. The 
book is put in the attractive manner we associate with the Oxford University 
Press. There is a map indicating the route, an adequate glossary, good index, 
plenteous footnotes. 


Sam Higginbottom. 


Thf. Tkadf, of thk Indian Oof an. by Vera Anstey, D.Sc. (Econ), Lecturer in 
Commerce, London School of Economics. The University Geographical Series, 
Longmans, Green and Co. (1929). I’p. xvi-f251. Price 8/6 net. 

Mrs, Anstey—who was well-known in Bombay before she returned to England 
after the untimely death of her husband, Principal P. Anstey of the Sydenham 
College, in 1920—has recently made her d£but in the world of Indian, one may 
be permitted to say Eastern, economic literature and has published two praise¬ 
worthy books during the course of the last year, via:., * The Trade of the Indian 
Ocean ’ and 4 The Economic Development of India.’ It is proposed here briefly 
to review the first book in which the author has made an attempt “ to account 
for, ns well aw to describe, the nature and extent of the existing trade and to 
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distinguish the outstanding commercial tendencies and potentialities of the principal 
areas ” of the Indian Ocean, which are mentioned below in the order in which 
“ the various regions would be visited by a traveller making a periplus of the 
Ocean, starting from Aden, i.e., Aden, Iraq, Fersia, India, Ceylon, British Malaya 
(and British territories in North Borneo), the Dutch East Indies, British East 
Africa, and Mauritius.” India is far and away the leading country of the Ocean 
as regards area, population, and total trade, accounting for 43 per cent of 
the total value of the trade. Along with British Malaya (‘23*3 per cent) and the 
Dutch East Indiefi (19*8) it contributes aR much as 80 per cent (by value) of the 
total trade originating or terminating in the Indian Ocean. Ceylon takes the 
fourth place (4*5 per cent), ♦then comes Fersia (34 per cent), next British East 
Africa (2-2 per cent), then Mauritius, Aden, Traq and British Borneo, each with 
approximately 1 per cent. Another striking feature of the trade is that it is 
concentrated upon a relatively small number of large ports which are situated upon 
one or two outstanding trade routes. The other areas, though they possess great 
potentialities, are today in a backward economic stage of development owing mainly 
to their primitive means of communication and transport. 

Tt is interesting to note that though India is the premier trading area of the 
Indian Ocean as said above, her trade per head is actually less (£1-3) than that 
of any of the other areas—even of those whose economic development has only 
just begun—where it ranges from £9-3 for Ceylon to £3*7 for the Dutch East 
Indies and £2*9 for Traq, not to speak of British Malaya whose enormously high 
figure of £79 per head may he considered as abnormal owing to the inclusion of 
Singapore, with its extraordinary entrepot trade. Even after making allowance 
for the fact that this comparison is unfair to India since it ignores the onormons 
internal and coasting trade of the country, it shows the low level of average pro¬ 
duction and consumption of its masses. The author is therefore correct in assum¬ 
ing that v a slight improvement in the standard of life of the Indian ryot might 
niffice to give a world-wide stimulus to her commerce, though we do not agree with 
her view that ” the basis of the exchange between India and the United Kingdom 
can in general be termed 1 specialisation.* Mrs. Anstev obviously underestimates 
the capacity of India, given the necessary opportunities, to produce manufactured 
goods at present imported from the United Kingdom. 

The countries included in the study of the Indian Ocean, which has a back¬ 
ground of geography and history, reveal the most varied types of people, in 
different stages of economic development. The hook nevertheless possesses a 
certain nnitv of substance or plan of its own as Professor A. »7. Sargent points out 
in his introduction to it, in so far as firstly the whole area in its modern economic 
development has depended on European capital and ultimate economic control, 
secondly the plantation system is to be found in several countries included in that 
ares, and thirdly there is an elaborate organisation of production and trade, 
financed from Europe, but controlled effectively bv Europeans on the spot. Tt is 
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only in recent years and to a limited extent that India lias been devising measures 
for restricting the use of foreign capital and delimiting its control over the economic 
exploitation of the country. 

In the chapter on Commercial Organisation, the author gives a very illuminat¬ 
ing account of the origin, functions, utility and possible abuses of the “ Managing. 
Agent System ” in India and other areas of the Indian Ocean and shows how it 
lias worked hotter in Malaya and the Dutch East Indies than in India. Tn tho 
former countries owing to fewer lines of trade and types of production fewer 
opportunities exist for a clash of interests between the various enterprises control¬ 
led by a firm of Managing Agents. There is also little rivalry between foreign 
and indigenous traders and there is no excessive concentration of power in the 
hands of a few individuals or families as in Tndia. A common feature of the 
trade organisation in these areas, ’which we so much lament in India, is that 
practically the whole of the lucrative foreign trade, exchange banking and ship¬ 
ping are in the hands of firms whose headquarters are located in Europe or some 
other foreign country. 

A prominent characteristic of tho trade of the Indian Ocean is that the latter 
is a great source of supply of the raw materials and foodstuffs that are in great 
and increasing demand by the industrialised countries of the West. The principal 
exports are : cereals, oilseeds, mineral oil, raw and manufactured textiles (jute, 
cotton and wool) mineral ores, sugar, rubber, ten, etc. The chief imports on tho 
other hand are : miscellaneous manufactures including cloth, manufactured metal 
goods, machinery, railway plant, coal, salt, manures, cement, petroleum, wood 
pulp and paper. The rise of the toxlilc industries in Tndia and the Far Fjast and 
tlw Tata Steel and Tron (Vmpanv jh Tndia has produced a decline in the class 
of miscellaneous and, to a, small extent, metal manufactures going to the Indian 
Ocean from the North. While the author is prepared to make a limited exception 
in favour of Tndia, ‘die confidently expects a continuation for a long time to come, 
of the present tvpe of exchange throughout the greater part of the Indian Ocean 
Here again we must sav that sho displays a striking faith in the hasty generalisa¬ 
tion known to economists as 1 territorial division of labour,’ 

The author’s study of the trade of the Indian Ocean reveals another very 
interesting feature, common to almost all the areas included in it, viz., the excess 
of merchandise exports over imports which appears striking even when allowance 
is made for their net imports of specie. This may be explained on the ground 
of the peculiar commercial and political relations that exist between the industrialis¬ 
ed and imperial countries of the West and the countries of tropical luxuriance of 
the Indian Ocean manv of which are the dependencies or colonies of the former 
The latter have, therefore, to make payments for their various 1 invisible imports,* 
i e., for the use of Western capital, for ahloping ami commercial services rendered, 
for commercial and financial organisation and for administrative as well as military 
services and knowledge. Tn this connection the author briefly refers to the allege^ 
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*' drain ” theory ih India ami expresses her approval of the conclusions arrived 
at by Sir Theodore Morison who argues in his book, “ Economic Transition in 
India/’ that India receives a commercial equivalent for all the items of the so- 
called “ dram ” of her wealth to the United Kingdom. It is obviously not possible 
within the limits of this review to join issues with Mrs. Anstey on this point. 
But w T e must point out that while we are prepared to concede that the payments 
m question do not altogether constitute a drain, the conclusions of Morison have 
not been entirely accepted even by the moderate section of Indian public opinion. 

The author’s treatment of the labour problem on the plantations in the various 
areas of the Indian Ocean is both adequate and fair to a degree. The author 
frankly admits that under the system of indentured labour in the last century 
the coolies were entirely at the mercy of their masters and in practice their 
status was equivalent to slavery.” Thanks, however, to the gradual realisation 
of the abuses of this system by the various Colonial and other (ioveriunenfs 
invoked, the indentured system and the penal sanction of labour contracts have 
eventually been abolished almost even where. 

The hook under review is a mine of information and makes altogether a very 
interesting and instinctive reading. Several other questions, not so far noticed, 
have been dealt with therein such as, (lie economic characteristics of the various 
areas of the Indian Ocean, a general view of the mam trade routes of the Ocean, 
the direction of trade of the several countries involved, changes in the distribution 
of their trade, a comprehensive study of the plantation industries (tea, coffee, sugar, 
rubber, etc.), and a survey of the trade in minerals such as coal, manganese, 
tin, mineral oil, etc. Special emphasis lias been laid on the decline in the share 
ot the United Kingdom's export Irade with the various areas of the Indian Ocean 
as also on the popularity and success of (he trading methods of the Ocnnans, 
the Japanese and the Americans who have stiffened their competition with the 
United Kingdom m the Oceanic markets m the post war years. 

The utility of the hook has been considerably enhanced by the inclusion therein 
of a number of valuable maps, graphs and statistical tables which serve vividly 
to illustrate the various aspects of the central theme of the author. We have no 
hesitation in saving that the book under review is a model of research work and 
reveals a very careful analytical study and critical faculty on the pari of the 
distinguished author. We must, however, say that Mrs. Anstey has not succeeded 
m altogether shaking off the common Western prejudices and pre-possessions in 
relation to the economic problems of the East. We are, however, glad readily 
to recognise the merits of her achievements and to endorse Professor Sargent’s 
compliment to the author that as a skilful artist she has successfully assembled 
and interpreted the pieces of the puzzle of the trade of the Indian Ocean. 

S. G. Burn, 
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Laboub anij Housing in Indta, by Raj Bahadur Gupta, M.A., Ph.D. (Boon.)* 

Torturer, University of Lucknow. Longmans Green & Co. Ltd., pp. 264, 

price Rs. 7-8-0. 

Probably nothing touches the average man and therefore society as a whole, 
ho profoundly—as his home— the place where he lives with his family and 

wherein are enshrined some of the deepest and the most sacred memories of bis 
life, it is on this aspect of the life of the Indian working man that Pr. Raj 
Bahadur Gupta has given us his book. We believe it is the first book of its kind, 
for Jndia. There have been other works, but these deal with a restricted area, 
for example, Professor Burnett-Hurst’s book deals with the Housing Problem of 
Bombay Presidency only. In Dr. Gupta’s book, we have a very thorough and 
detailed survey for the country as a whole. 

The book has been divided into four parts. Part 1 treats of the Housing 

Problem, Pari IT deals with the Social Aspect of the Housing Problem, Part 
III relates to Housing and Public Health, and Part IV deals with Remedies. There 
are Appendices and a useful Index. The book has a very interesting and 
instructive, though somewhat lengthy introduction by the well-known Indian 
Economist, Dr. Radha Kama! Mukerji, ako of the Lucknow University. 

The outstanding merit of the book is the fact that it is not the result of an 
arm-chair production, but the outcome of a prolonged and close study of the 
question at first hand and direct observation of numerous labour centres visited 
personally by the author up and down the country. The only field not touched 
is the Tea Garden Estates where we believe various schemes of labour bousing, 
c.g., coolie-lines, bustles and village ( settlements have been worked out by the 
companies. A survey of these by the author would have been interesting. 

The book contains a careful comparison and contrast of the solution of the 
housing problem as worked out in European and American countries. Such 
references to foreign countries are necessary and useful. We would wish to submit 
to the author to include in the future issues of his work a comparison with the 
housing conditions m, say China and Japan. We have a feeling that such 
comparisons will prove more fruitful and probably not so depressing as comparisoni 
with the very rich and highly-advanced countries of the West, like England, 
America and Germany. As far as we know our Indian conditions, bad as they 
are. in all conscience, are nothing like so depressing as the industrial centres of 
Japan and China, say cities like Tokyo, Kobe, Shanghai, Canton and Nankin. 

The author has given true and faithful description of the housing conditions 
as they exist and the manifold evil social consequences that result therefrom, but 
also lias made helpful, and practical suggestions for the overcoming of these evils. 
His remedies are worthy of seriouR consideration. 

The author brings out forcefully the dual peculiarity of our Indian industrial 
cities which add considerably to the difficulties of building suitable houses to 
meet the requirements of the different categories of workers. The one is the 
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migraiory character of the population and the other is its disproportionately large 
male-composition. Single men's dwellings and family houses for more permanent 
residence must be provided in our housing schemes of the future. 

The sex problem to which our attention is drawn by the author deserves very 
careful consideration and calls for immediate action by all concerned, if we are 
to save our industrial population from imminent disintegration and sordid degrada¬ 
tion. We may here draw attention as a contrast, to the position of women workers 
in the fields and farms of India, b\ reference to a beautiful passage m the 
hook on page 46. The growing sex disproportion, and the still greater disparity 
of the sexeB at the age of puberty, m the cities, necessarily leads to sexual and 
other social evils assisted as these are by the presence of prostitutes and the grog¬ 
shops. 

With regard to high rents and low wages the author has to say : “ . . . . high 
rents are not only a direct hardship upon the small wage-earners, in so far as 
they take away a good part of their income, but indirectly leave a most disastrous 
effect upon their health.” In Nagpur, lor instance, the author states that, the 
percentage of income spent on house-rent by a family of unskilled labourers is 
22 and m the case of an artizan family 18-8. The author does not accept the 
result obtained by the Bombay Labour Office Enquiry, conducted in 1924, into 
wages and cost of living which gave the figure 7-7 per cent as the average cost 
on house-rent incurred by the working class family m Bombay. Whatever be 
the discrepancies in the figures, house-rent docs show a large share of the workers’ 
income spent under this head. 

We are convinced that until a minimum wage legislation is passed a. great 
deal of suffering on this account will not be mitigated. 

Or. Gupta has no hesitation in saying that the employers as a class have 
failed to meet the needs of their workers. They have not cared for the housing 
of their employees. He is most scathing in his condemnation of the Ahmedabad 
mdlowners. He writes : 11 The millowners are generally very rich and have been 
making high profits at the expense of the poor labourers. They can do much to 
improve the conditions of their employees if they raise their little finger. But. 
they have so far been criminally neglectful of all their duties towards them . . . 
It is a pity that the Ahmedabad millowners, in spite of huge accumulated riches, 
have done practically nothing for those who made all those riches possible.” These 
are strong words! We hope they will have their desired effect. 

One of the major difficulties in the way of improvement is lack of finance. 
But Dr. Gupta courageously and rightly says : 44 The question of finance has to 
be settled by provincial legislation, so that the municipalities might provide money 
for their needs : firstly, from local rates and cesses; secondly, from provincial 
contributions; thirdly, from municipal loans; and finally, and in the last resort, 
by taking recourse to fresh taxation earmarked from particular purposes. The 
fact is that we simply have to find money for these purposes. Money is found 
to finance war, why in the name of sheer commonsense, should the necessary 
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burdens not be borne to wage war again*! these great social evils connected with 
bad and inadequate housing? 

The story of Improvement Trusts and the 1 >evelopment Directorates are 
pathetic reading! Dr. Gupta recommends: “What is needed, therefore, is to 
make the Trusts more popular on their advisory and deliberative side, to give 
proper represent at ion to the interests likely to be affected, especially to the labourers 
and other |mor classes and to curtail expenses by reducing the number of whole¬ 
time and highly-paid officials and establishments.” 

Dr. Gupta rightly thinks that the adequate solution of the housing difficulty 
should form one of the primary 1 unctions of the State. He suggests raising a 
Housing Fund by issuing Government Honda, under direction of Provincial 
Governments, from which loans should he given to \arious bodies; municipalities, 
co-operative societies and other organisations under certain terms and conditions. 
He looks to co-operation as the best solvent of the problem. It is a matter of 
regret that so far much headway lias not been made by tins form of co-operation 
in India. But probably we are in the beginnings of great changes in this direction. 

We have but to conclude l>> saving that Dr. Gupta has produced a weighty 
work which must command the attention ol all those who are mindful' of the health 
and happiness of others m our industrial cities He has rendered their cause 
a valuable and faithful service 

—S. K. H. 


InIUIsTkiMi Wkukahf ik .India, by P. S. Lokanathan, M.A., Header in Indian 

Economics, University of Madras, pp. ‘222. 

The volume of literature on Indian Labour is happily steadily growing. Indian 
Labour as a field of economic enquiry as measured by the number of industrial 
workers may not be a very extensive one, but that it is vital to the country’s 
well-being none can doubt. So it is fortunate that the Btate as well rr private 
individuals are giving it more of their attention. Mr. Lokanathan’» contribution 
to the study of this field will, we are certain, occupy an important place m tlie 
literature on this subject. 

He has grouped his study into three main divisions. Part 1 treats of Btate 
and Welfare, Part II of Employers and Welfare, and Part, III of Trade Unionism 
and Welfare. There is an Introduction by Dr. Gilbert- Blater who rightly congra¬ 
tulates the author for his careful,’ painstaking and accurate survey of the field. 
There is a useful Index attached. We wish the author had included a Bibliography. 
We trust this will be done in the future issues of the book. 

We must confess that the title of the book misled us not a little! The term 
“ Industrial .Welfare “ has attached to itself a very restricted meaning and usually 
includes only, those activities that are undertaken by the employers, or other 
philanthropic bodies for the amelioration of the lot of the workers. We therefore 
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f^el that it is a distinct stretching ol the use of the term to include under it the 
activities of the State in this direction. We submit that some such title as “A 
Study of Indian Labour ” would be a more accurate description of the book. 

We can say that it has been a very pleasant iask for us to read the book. 
While being technical and strictly accurate in the handling of his material, the 
author has lieen able to present his subject in a remarkably attractive and read¬ 
able style. 

We have also to observe that the book is free from all bias and pre-conceived 
prejudices which so commonly mar the value of books on Labour. We are certain 
that Employers, Labour leaders and S^tate officials will find that the author has 
treated his subject with eminent fairness and justice. 

Remarking about our industrial legislation as a whole tbo author rightly says : 

“ There can be no doubt that this steady and progressive character of the legisli, 
tion makes it superior to one based on theoretical or a priori considerations . . . 
There is often no question of principle involved in the details of industrial legisla 
turn, it is largely a matter of expediency.” He also correctly states : “ . . . . 
there is no basis for alarm that the country is adopting reforms m any undue 
haste at the instance of the International Labour Conferences.The Govern¬ 

ment of India have always been able to put a dyke, against the current of hasty 
legislation by their insistence on circulating to the Provincial Governments at every 

new step.By thus placing enquiry first, the country has been able to avoid 

the pitfalls of ill-considered legislation and there is no reason to fear that any 
departure fiom the traditional practice will ever be made.” While we admit the 
thoroughness of the method, we hold that the pace of legislation may have been 
(pucker than it has been m several directions, e.g., Maternity Benefit, Fortnightly 
Wages Payment, Minimum Wage Provision, speedier exclusion of Women working 
underground in mines and the like. 

We are not quite sure that we agree with Mr. Lokanathan’s proposal that 
the Compensation Commissioners should be empowered to initiate proceedings for 
the award of compensation to injured worker or his dependents. We realise that 
many victims now suffer for lack of this provision. But we are confident that 
with the growing strength of the Trade Unions and the awakening of Labour 
in general such cases will rapidly diminish in number. 

With regard to Welfare Work the author very rightly says : “ The idea should 
never get into the minds of the several heads of departments that Welfare Worn 
is none of their concern and that it is only the duty of the department specially 
created for the purpose.” We have personal knowledge of establishments both 
in the country and abroad where welfare work has not made much headway simply 
because there was lack of co-operation, if not actual hostility to the entire idea 
by the managers or other departmental heads and foremen. 

Another cardinal principle of Welfare Work which has been duly emphasised 
l>y Mr. Lokanatban is : ” No scheme of Welfare Work is ever likely to be success¬ 
ful unless it is worked with the consent of the workers and with their willing and 

J. 15 
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active co-operation. Many a kuidhearled employer or philanthropic society have 
been embittered because of the apparent lack of enthusiasm or appreciation on 
the part of the employees for the work done which is due, simply because they 
have failed to ad on the above principle. We are glad to note, however, that 
many firms, railways aDd other establishments in the country have constituted 
duly elected committees or similar bodies by which the Management and the 
workers come into intimate consultation and co-operation on such matters. 

A general survey of different types of Welfare Work done in the country is 
given which is very instructive reading. 

An able analysis and description of the Trade Union movement in India is 
given. We feel sure Labour leaders and employers, too, will find this part of the 
book full of interest. 

We find ourselves in agreement with the author when he deplores the exclusion 
of the Ahmedabad Unions from the general Trade Union movement of the country 
He writes : “ And yet Gandhi's position, sound in itself, is from a larger and 
international point of view defective. Labour has become an international question 
and at the World Conference at Geneva there should be one body for each country 
which could speak with authority and voice the demands of the labourers of the 
country.” We are certain the author must be deploring the recent Trade Union 
movement developments in the country which reached their dimax in the very 
regrettable split, in Ihe ranks of the Trade Union Congress at Nagpur last year. 
We trust re-union will soon be established for the good of the workers as a 
whole. 

In conclusion we hove to say that m writing this book with such painstaking 
care, scrupulous fairness of mind jetnd obvious devotion, Mr. Lokanathan has 
rendered praiseworthy service to the cause of the Welfare of India’s industrial 
workers. We commend this book with confidence to the reading public. 

-8. K. B. 


Hit/ncR JnmLUSR SOUVENIR, 1980 (The Triplicane Urban Cooperative Society, 
Ltd.). Printed at the Madras Law Journal Press, Mylapore, Madras, 
pp. 82 . 


The Triplicane Urban Cooperative Society, Ltd,, celebrated its Silver 
Jubilee at the end of January 1980. The present volume is published as 
a souvenir to commemorate that unique event. A successful Cooperative 
Society is in itself a great blessing. To be able to celebrate its Silver Jubilee 
is certainly a great achievement. We beg to offer our most cordial good 
wishes to the society and wish it the best of luck. 

The volume is divided into five sections. The first contains greetings 
and messages sent by prominent cooperators from all parts of the world. We 
must say, the good wishes expressed in them the Society has earned in full. 
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The second section gives us a detailed account of the origin and 
growth of the Triplicane Urban Cooperative Society from 1904 when it was 
started. Its membership has increased from t4 to 5.781, its sales from 
Rs* 20.000 to Rs. 11,15,000, its deposits from Rs. 865 to Rs. 1,88,000 and its 
reserve fund from Rs. 269 to Rs 84,000. There is also a Common Good Fund— 
to which one-fourth of the profits is credited —which has grown from Rs. 193 
to over Rs. 80,000. All this shows a fine record of progress and the society 
can well afford to be proud of it. The whole system of purchase and distri¬ 
bution is clearly explained. The problem of eliminating the middleman-the 
chief aim of a distributive society—still presents difficulties but we are 
confident the society will ultimately find a satisfactory solution of it. 

The third section oontains special articles contributed by prominent 
oooperators, some of which we have read with great interest and profit. 
The Hon. V. Ramadas Pantulu writes on the economics of Consumer’s 
Cooperation. Mr K. T. Paul, Secretary of the Y. M. 0. A. writes a brilliant 
article on Cooperation in Denmark in which he gives a flashlight picture 
of the system of distributive cooperation in Denmark for which that country 
is famous. Prof. Ramakrishnan of the Madras University writes on Linking 
Consumer’s and Producer’s Societies while Mr. T, 8. K. Aiyangar writes on 
the future of the T. U. C S. The fourth section is of local interest, giving us 
the details of the Jubilee celebrations at the head office and at the branches. 
The fifth and the last section gives a complete list of the past and present 
officers of the society. 

The volume is very well illustrated and it makes a very pleasaut reading. 
The story of the early difficulties and of the faith and energy with 
which they were overcome will inspire many a Cooperative Society 
throughout the length and breadth of this country. We are confident the 
society has glorious work in front of it and we wish it the best of luck. 

The volume is a very creditable record, Its get up is excellent. 

B. Mukherjee. 


Bihar Co-operation (Hajipur Subdivision), by Sadashiva Prasad, M.A., 

pp. 202, price Rs. 1-8-0. 

This is a small volume of about 200 pages and it gives us a lucid 
account of the present position of the co-operative movement in the Hajipur 
Subdivision in Bihar. As the author explains in the preface, there are 
numerous books on the theory of oo-operation but very few on the practical 
working of the co-operative movement in the villages, It is this great 
want which the author wants to meet by this brilliant and exhaustive 
survey of the movement in one important subdivision of Bihar. We are 
glad to note that this is not his first attempt. His earlier volume on the 
Co-operative Credit in Jamui Subdivision gave us a beautiful account of the 
co-operative movement in another part of Bihar. 
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The first chapter in the book under review deals with the, history and 
growth of cooperative societies in the subdivision. The societies are classified 
under five distinct heads—Model, Good, Average, Bad and Hopeless. In 1938, 
out of 177 societies there were 12 model, 89 good and lit average societies* 
The average working capital per, society in 1928 came to a little over 
Rs. 3,000. The author finds that up till now only 2 per cent of the people 
have joined these rural societies —whioh shows the size of the vacuum we 
have yet to fill. The author takes us through the different types of societies 
and gives us interesting accounts of them. He thinks (p. 23) that the super¬ 
vision of the primary societies iB inadequate. The Supervisors are overworked 
and it is indeed too much to expect that they would supervise efficiently not leas 
than 40 societies in the charge of each individual. This problem of supervision 
affects not merely the Hajipur subdivision in:Bihar but all subdivisions in all 
provinces throughout India. “ If co-operation fails,” wrote"the Royal Com¬ 
mission on Indian Agriculture, ‘‘there will fail the best hope of India,” If 
co-operation ever fails in India, it will be due entirely to the lack or 
difficulty of supervision. Due to the general illiteracy in India, the problems 
and difficulties of supervision are far greater than in the more advanced 
countries of the West. The system of group secretaries where one man 
has to do the secretarial work of a largo number of societies grouped 
together is due solely to the fact that we can’t easily find a literate man fit 
for the work in every village. It is with very great difficulty that we can 
rope in a number of societies with one literate man as a group secretary. 
The author gives us very valuable materials regarding the debts of members 
and it is noticeable that in many societies the members* debt to the mahajan 
exceeds the debts to the society (pp. 82—47), Wherever the mahajan beats 
down the society there is room for enquiry. Such a phenomenon can be due to 
owe or the other of the following reasons, viz 

(<*) either the Mahajan’s system suits the cultivator admirably and 
he does not want to go to the society, or 

(M there must be somc^grave defects in the society system of granting 
loan, or 

(o) the capital available witlfeither party is inadequate to meet the 
total needs of the village and hence it becomes necessary to 
approach both in order to find adequate finance. 

The co-operative movement was organised to fight the mahajan over a 
thousand fronts in India, It is apparent we are losing the battle in a .number 
of them* It would be very interesting~to find out why the Mahajan beats us 
and how. We regret we get no reply to it from the author. We hope he will 
fill up the gap in the next edition of the volume. The analysis of the objects 
for which loans are sought (p. 91) is very interesting but the author holds 
that members seldom utilise their loans, for the declared objects. That is a 
great pity* Our societies must exercise greater control on the use of loans* 
The»benefit$ of the movement—economic, social and moral—are discussed in a 
subsequent chapter but it is the last chapter—where the author’describes the 
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defects of the movement in Hajipur— which would be found eminently useful 
by all co-operators. The author has courageously exposed the grave defects 
from which the movement suffers and we are confident that if the authorities 
will now review the position of the societies in the light of the defects 
exposed, it would go a very great way in improving their position and stability. 
There’is no need to be disheartened but there is need for courage andfaith. 
The movement is really indebted to the author for his very able and searohing 
enquiry. We wish there would be many more like him. The price of the 
book is Rs. 1-8-0 and it can be had from the Bihar and Orissa Co-operative 
Federation at Patna. 

~B. Mukherjke 


The Industrial Development of India, by N. M. Pal, M.8c„ Ph.D., to be 
had of The Book Company* Calcutta, 1930. Pp 842. 

This volume is intended “to give a descriptive and critical account of the 
industrial or economic development of India” (Preface). It is divided into 
five hooks. Books I, II and III are concerned with the development of the 
mining and manufacturing industries, the agricultural industries and the forest 
industries respectively; Book IV deals with the development ot the factors 
of production ; and, Book V compares and ' evaluates the old and the present 
economic systems. 

The volume is, on the whole, quite a satisfactory production. It lays no 
claim *• to special inspiration, discovery, or originality, but simply to useful¬ 
ness” (Preface). There is no doubt that the volume is a very useful one. 
It presents a fairly comprehensive and critical account of the existence, decay 
where it occurred, and growth of the different kinds of industries discussed in 
the first three books particularly since the times of the East India Company 
and brings the account down to the year 1926-27. These three books contain 
the best part of the volume. The fourth book is rather sketchy. The treat¬ 
ment of the three faotors of production—land, labour and organisation—is not 
as full as it should be considering the space devoted to the treatment of 
industries as well as the importance of tho factors themselves. The treatment 
of the 4th factor—capital is practically neglected. What little consideration it 
receives or’what one can infer about it is only in or from the account given 
of railways. 

As regards Book V, we are afraid, we do not mostly agree with the author 
in the views he holds about the old Indian economic system and its bases. But 
that does not take away anything from the worth of the book. We are, at 
one with him in his evaluation of the new that is the present system 

The volume will be of immense use to the students of Indian economic 
system and we gladly recommend it to them. 


—G. D. K* 
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An KiiBmentaby Treatise on Indian Money, Banking and Finance 

Pari I. First Edition, by Tarapada Dass Gupta, M.A., (Calcutta). The 

Bengal Publishing Co., 1929, Pp. 107. Price Us 2-8. 

The author has wisely refrained from giving an introduction or preface 
to the book. A concise volume on the subject was a long-felt want and surely 
no apology was needed for bringing out such a book. Necessarily many inter¬ 
esting topics and much valuable information had to be left out in making a 
brief survey of so big a subject. Mistakes of omission may thus be easily 
condoned. 

The book is divided into nine chapters dealing with foreign trade, gold 
and silver, money, prices, foreign exchange, our currency system, paper 
currency and reserves and a gold standard for India. Contents of the book 
belie its title which seems to be misleading inasmuch as nothing has been 
written on the subject of Indian banking and finance. Perhaps the author 
has reserved these topics for the second volume of his book. 

The success of the author in presenting fresh information in a concise 
manner and lucid form deserves special commendation. The impartial and 
unbiassed manner in which facts ha ve been presented renders the book specially 
valuable to politicians and students alike. 

The usefulness of u much needed volume like this is unfortunately 
marred by the existence of Boveral mistakes in the body of the book. A few 
samples are given here to help the author in eliminating them. 

On page 20 the first paragraph starts with the statement “ all desirable 
things are wealth.” On page 26, line 10, states 44 Now reserves generally 
constitute about 50 to 60 per cent of the total value of notes in circulation. ” 
(Common usage does not justify the limitation of the torm reserves to mean 
only the metallic portion of the Paper Currency Reserve.) 

On page 26 a standard coin hns been defined as follows:— 44 A coin to be 
strictly standard must be freely coined by the Government, M., any individual 
may present bullion at the mint for getting the same coined on making a 
nominal payment oalled the seigniorage. ” 

On page 85 an arithmetical error has been committed in the cumulation 
of the average. ( Page 37, line 12 ) 44 When the supply of commodities 
decreases, the demand for them increases.” 

(Page 48, Footnote) 44 Thus the rupee appreciates in terms of the sterling 
when the value of the sterling increases.” 

(Page 55,'last paragraph) 41 In 1868 it was notified by the Government of 
India that sovereigns and half-sovereigns .... should be received in all 
treasuries as the equivalent of 10 and 5 rupees respectively.” (The notification 
was really made in 1864, not 1868.) 

On page 86, line 22, states 44 Four great international currency con¬ 
ferences held at Paris.” (It was the first conference of 1867 which was 
held at Paris and the author, most probably, refers his readers to that con¬ 
ference.) 

(Page 76, line 10) —” The exchange rate which had risen to Is. 5d. in 
August, 2717.” 
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There are several misprints in the footnote given on page 79. In the foot¬ 
note* given on pp. 7 and 88 readers have been referred to Appendix I 
which ha* not been given at all in the book. 

(Page 87)—Provisions of the Gold Note Act of 1898 have not been cor¬ 
rectly stated. (It was the Act of 1905 which gave full powers to the 
Government to hold gold either in London or in India. The footnote given 
on page 96 should have been given on page 95. 

Numerous printing, spelling and grammatical mistakes have been com¬ 
mitted in the book. 

The tendency of authors to be original even in quoting figures and 
dates renders the task of reviewers doubly difficult. Some figures given in 
this book too do not tally with those given in standard works* If authors 
could consent to give the sources of their information, they would rightly 
earn the gratitude of their readers arid reviewers. 

It is hoped that a second edition of the work would not have these defects 
and that the book could, then, be safely placed in the handB of students 
and beginners. The removal of these shortcomings is an urgent necessity 
and the author and the publishers may salely expect then pains to be 
richly rewarded. The Indian public-has at last been aroused to u certain 
extent and iH showing signs of interest m this neglected subject. 

-Saraswatj Prasad. 


Evolution of Local Self-Government in Bombay, by U. P. Massani. 

Published by Oxford University Press, pp. xviii, 421. Price Ha. 15. 

4 Evolution of Local Self-Government in Bombay’ is the latest addition 
to the scanty literature on the subject of Local Self-Government in India. 
The energies of our best, men so far have been more or less exclusively con¬ 
centrated on matters of wider political significance with the result that this 
subject has not received its due share of study and thought. However, last 
winter we had two papers on local finance and administration, read before 
the annual session of the Indian Economic Association and now we have 
before us this very interesting book. This shows that we are beginning to 
realize the great importance of the study of problems of local administration 
in the programme of national evolution. 

The work under review is capable of being divided into four parts: (1) 
first three chapters which deal with the Local Self-Governing organisations 
which existed in Pre-British days; (2) next three chapters which deal with 
the local administration of Bombay City, from 1665 to 1798; (8) next eight 
chapters whiclrdeal with Municipal life in Bombay during the period, 1798 
to 1865 ; and (4) last eighteen chapters which cover the period from 1865 to 
the present day. Taking as a whole the author's treatment of the present, that 
is, the achievement of the British in the domain of Local Self-Government 
in the city of Bombay during the nineteenth and twentieth centuries is 
both full and faithful to the facts. The same, however, is difficult to say 
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about the period 17*27 to 1708 and stili more so about the period 1665 to 112?* 
while his generalisations about what we had in the Pre-British days are 
rather hasty. 

Nobody who has had any the least familiarity with the life of people of 
this country and who has even cursorily gone through the historical data 
available today would challenge in toto the statement of the author in 
chapter l, page 2, that “ It is true* nevertheless* that the conception of Local 
Self-Government is not foreign to the genius of the people.'* And yet it is 
not easy to substantiate with any reliable data the thesis that cities and towns 
in India had self-governing organisation for administering their municipal life. 
And this because whereas we have almost an overwhelming evidence, both 
in the past and the present, to show that every-day life of the people was 
permeated with the ideas of Self-Government and self-help there is not much 
to show that those ideaB were put into practice on any general scale for the 
administration of municipal life in the cities and towns of India. It is this 
lack of positive evidence on the point that presumably has forced our other¬ 
wise critical author to make such a self-confcradicbory statement as he does 
in the following: Long before self-governing organizations were evolved 
in Europe Indian cities had their village communities and popular assemblies 
and their 8abh5s and Mahs«abh3s, Parishads and Saihghas, Barnabas and 
Punohavaras for the control and management of local affairs." 

During the period 1665 to 1727 we are given a mass of useful and interest¬ 
ing information as far scattered in published and unpublished records. To 
a reader not familiar with the difficulties of securing materials for this period 
the account given by Mr. Masani may appear as not quite full, and to a trained 
researcher as rather uncritical. But perhaps it is the best that could be given 
under the circumstances. However/ I must add that the author has not 
done full justice to the historical data available and to the reforms in local 
administration introduced by Aungier. 

Chapters dealing with the period 1727 to 1793 and entitled a Century of 
Local Government by the Governor-in-Council is again full of interesting 
details about the municipal life and municipal administration in the city 
of Bombay. As a narrative of facts the account given by Mr. Masani is both 
full and faithful. But as a statement of the true constitutional position and 
even as a statement of the details of administrative organizations it is by no 
means complete. As a practical proposition it is quite true that the Governor 
and Council looked after the municipal life of the city of Bombay/during 
this period. But from a strict constitutional point of view they did not, The 
Charter of 1926 vested the Municipal Government of the city of Bombay in a 
body of the Justices of the Peace and it was because the only Justices of the 
Peace named in that Charter were the Governor and Members of the Council 
that the Governor and Council came to be in practice the municipal 
authorities of the city. 

Prom this point onwards Mr. M&sani’s treatment of the municipal life 
of the city of Bombay is quite rich in the wealth of its details and the 
mastery of exposition. The only thing that it does not emphasise in as full 
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a manner as the importance of the subject deserved being the finances of 
the city at various stages. 

There is no doubt in our mind that Mr. Masani's work is by far the best 
of its kind and gives ample evidence of being the result of continuous and 
strenuous labour over a series of years. He has given us a book of extraordi¬ 
nary interest and to those engaged in the municipal work of Bombay it 
must prove of lasting value. As a matter of fact it is so full of interesting 
comparisons and sidelights from other countries of the world that no student 
of municipal life in India, no matter to what part of the country he belongs, 
should forget to read it and derive inspiration from its pages. 

—B. (3. Bhatnagar. 


The Cambridge History of India. Vol. V. British India, 1497—1868. 

Edited by H. FI. Dodwell. Cambridge University Press. Pp, 683. Price 
30a, net. • 

The volume describes in thirty-two chapters the political history of 
India during 1497—1868. Professor Dodwell has not only edited the volume 
but has contributed as many as eight chapters. One notable feature of the 
volume is that the chapters dealing with the rise and development of the 
French Power in India are written by Frenchmen, one of whom is the 
Professor of Colonial History ab the Sarbonne and an ex-Governor of the 
French Settlements in Tndia. The chapter on 44 The Dutch in India’ 4 is 
written by Dr. P. Geyl, Professor of Dutch History and Institutions in the 
University of London. Among the other contributors may be mentioned 
Mr. P. E. Roberts, Sir Denison Ross, Sir William Foster, and the late Mr. S. 
M. Edwards. There are altogether sixteen contributors to the volume. 

Professor Dodwell has generally avoided overlapping though it was 
impossible for him to bring the chapters to one uniform standard. On the 
whole, however, one outlook—The British way of looking at the history of 
India—has been maintained throughout. The standard reached is not so high 
as is expected from a work on such an ambitious scale. It raises hopeB 
which it does not fulfil. For instance, in Chapter X, the writer says “ some¬ 
thing by way of detailed criticism may now be attempted on these clauses ” 
of the Regulating Act of 1773 but contents himself to pointing out two 
defects in the proposed Court of Directors. It is doubtful whether the 
volume will be regarded as a standard and authoritative work on the period. 
In any case, it is not useful to students of Indian Economics and Indian Kcono~ 
mic History, as it does not deal with economic questions. 

It is not necessary to review the contents in more detail in this Journal. 

—Gdrmukh N. Singh. 
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Malabar and the Portuguese, by K. M. Panikkar. D. B, Taraporevala 

Sons & Co., Bombay, pp. 15+221. Price Rs. 6. 

It is being slowly recognised in India that much of what passes for 
Indian History after 1500 A.D. is really based on one-sided evidence and 
that where the “ facts ” of the period are not in dispute, the interpretation 
at least is misleading. European writers have been too prone to take the 
statements of early Portuguese, Dutch, French and English adventurers at 
their face value without any critical examination. 8inee these statements are 
generally flattering to European vanity and Indians have so far been content 
to take them on trust. 

There is, of course, a danger that Indian writers should go to the opposite 
extreme. Mr. K. M. Panikkar who writes the first chapter of the new 
history-dealing with the coming of the Portuguese in India suffers from no 
such defect. Mr, Panikkar writes of them only in relation to his own 
province—Malabar It is somewhat natural that in some places he should 
be carried away by bias in favour of his native country but such lapses from 
impartiality are %w and on the whole he deals with his material fairly and 
maintains a high standard of historical accuracy. Mr. Panikkar relies mainly 
on the Portuguese records summarised in Danver’s book on the Portuguese in 
India but uses some new material also—notably from the Malayalam histories 
of Malabar. The result is a notable addition to our knowledge of Portuguese 
history. 

—H. R. Batrkja. 


Lord Hastings and the Indian States, by Dr. Mohan Sinha Mehta, M.A., 

IjIj B., Ph.l). D. B. Taraporevala Sous & Co.; pp. 275. Price Re. 10. 

This book on a subject of surpassing interest at the present day is a 
valuable contribution to Indian historical literature. Thp author has drawn 
exhaustively, if also exclusively on British and official sources and apologizes 
in his Preface for his inability to lay under contribution the Indian and un¬ 
official sources which perhaps would have enabled him to express opinions 
more freely and fully that he has been able to do without them. 

Dr. Mehta’s treatment of his subject is lucid and exhaustive, indeed he 
would appear to have aimed at fullness at the risk of prolixity. Lord 
Hastings's policy, of bringing all India under British paramountcy, was 
conceived quite early in his career as Governor-General as a result of his own 
observation of the evils of the existing lack of system and had the support of 
experienced and capable Anglo-Indian officials of the “Wellesley School” 
though it failed to secure the approval of the ‘ Home * authorities or the unani¬ 
mous support of his Council. The circumstances and measure through which 
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it was carried inbo execution with the desired result are very ably and clearly 
explained as are also the new features introduced by Hastings inbo the system 
of alliances with Indian Princes. These features are seen most conspicuously 
in the treaties with the Rajput States of which Dr. Mehta has rightly given a 
fuller account than of others. 

Except for the use of small type in its printing, the book is very well 
got up and the Publishers deserve to be congratulated on its production. 

Parmanand. 




SOME SALIENT LESSONS FROM THE FOREIGN 
BANKING SYSTEMS AND THEIR APPLICA¬ 
TION TO INDIA PROPER 


BY 

B. Ramchandra Rau, 

Calcutta University . 

STTMMA11Y 

In this essay are set forth some of the salient lessons that this 
country can hope to learn from some recent happenings in the 
foreign hanking systems. With the problem of starting the Cen¬ 
tral Reserve Rank in the foreground of the banking reconstruction 
plan, certain other lessons which ought to be borne in mind are 
pointed out. There can be no overhauling of the banking struc¬ 
ture without the creation of the Central Reserve Rank. An elas¬ 
tic system of mral credit and pi oper specialisation in the field of 
credit must be some of the impoitant. aims of the hanking re-, 
former who seeks to overhaul the hanking structure. A banking 
system without the C. R. Rank is like Hamlet without the ghost. 
Rut an erroneous start in the organisation or the working of the 
credit policy or the aims of the C. It. Rank would taint and per¬ 
vert the whole of the banking system. The difficulties in its path 
must be overcome by skilful banking practice and it will riot take 
long time to appreciate the usefulness of the 0. It. Rank. Its 
immediate achievements might not be very tempting and its imme¬ 
diate success might not be assured but by patience and persever¬ 
ance alone can the Reserve Rank evolve into a useful organisa¬ 
tion, as safe and steady as the Rank of England itself, and main¬ 
tain the currency and finance of our country in a state of stability. 


The Connotation of the Term cl Bank.” 

Surveying banking institutions from Japan to England we 
discover that banking business is not the same everywhere nor is 
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it so static and Jixed as some ot tlie observers of the banking 
systems are apt to consider. Banking* business is of slow evolu¬ 
tionary growth. While the word “ Bank ” has received an ex¬ 
tensive and wale connotalion on the European Continent and 
Japan the modem English Bankers still pin their faith to the 
conservative and oid-iuskioned idea that *' banks should provide 
money and not capital.” Tins, at any lute, is the bounden duty 
of the commercial banks. But a society requires other types of 
banking* institutions lo complete the financial machinery which 
its manifold activities require. Until now’ Indian banks have been 
slavishly following the English Banker’s conception of his duty. 
.Nothing is more important than to iili the gap in the monetary 
field aiming out of the banks confining themselves to commercial 
banking alone. 1 Either a change in the conception or an 
extension of the connotation of the word “ Bank M is 
essential. Mere extension of the duties of the commercial bank 
without due precautions is dangerous. Some of the co-operative 
credit societies who have combined the granting of long-term loans 
along with short-term loans have found out much to their chagrin 
•that the eultivatois icquire long-term loans alone, even for 
bona fide short-term needs. "When the mentality of the Indian 
borrower is such it is inadvisable to allow one and the same credit 
institution to perform both tlie purposes, viz., the provision of 
loans for short as well as long-term purposes, however cautiously 
it might propose to conduct these operations. An elastic rural 
credit system both for short as well as intermediate and long¬ 
term purposes w ould be essential to complete our banking struc¬ 
ture. Every banking system including the English banking sys- 

1 Specialisation has extended so far in the U.S.A. that we meet with ^**1™ 
started solely for financing certain industries alone. Quite recently the Continental 
Bank of New York decided to increase its capital and finance the broker** 
requirements and thus pave the way towards stabilising call money rates and the 
collateral loan market rates. About 850 stock exchange and curb houses hold 
the stock and the directors are all representatives of the brokerage houses. 



SOME LESSONS FROM FOREIGN BANKING SYSTEMS, ETC. 247 

tem has now made systematic provision for elaborate long-term 
provision of capital to agriculture and industries. India, being 
predominantly an agricultural country cannot afford to postpone 
the adoption of this essential and useful feature. 

A Central Bank of Issue. 

Excepting Canada where a Central Bank of Issue does not 
exist all other banking systems have a Central Bank of Issue acting 
as the guide, friend and philosopher of the credit institutions. 
Whether designed as a pure Central Bank or allowed to act as a 
Commorcial-cum-Oentral Bank the main duties of the Central Bank 
are to gather a big monetary pool, pursue resolute monetary con¬ 
trol and bring about expansion and contraction of credit so as to 
maintain healthy conditions conducive to the prosperity of the 
traders and ihe general public. Admirably fitting itself into the 
gold standard monetary organisation it controls the gold move¬ 
ments into and out of the country and protects the gold standard 
system from the evil influences arising out of a gold efflux or 
influx. 

Ro far as the general features of these Central Banks are con¬ 
cerned they are the depository of the reserves of the other banks 
and the reserves of the Government. They are the custodians of 
the national gold stock and the supervisory monetary policy is 
greatly facilitated by this watch and ward over the entire gold 
resources of the nation. Acting as the Government Banks they 
manage the public debt, make disbursements on behalf of the 
Government and lend money to it within limits laid down by the 
legislatures of those countries. The discharge of these duties 
confers prestige and undoubtedly adds to their earning capacity. 

A survey of their actual operations would enable one to realise 
that there are three types of Central Banks. The Continental type 
as typified by pre-war German and French Central Banks which 
conducted private business in competition with the commercial 
banks. Both the Beichsbank and the Bank of France performed 
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these banking operations in several places and they acted as banks 
of deposit, discount and issue to the general public as well as the 
banking institutions. 

Opposed to the above mixed type of Central Bank stand the 
modem Federal Reserve Banking System and other Central Banks 
created after its model. The pure Central Banks as they are often 
designated regulate credit and currency and rediscount for member 
banks alone and do nothing else. They have business dealings with 
the Central Banks of other countries. 

Midway between the two types stands the Bank of England. 
It regulates credit and currency and mobilises the national gold 
stock in its hands. It has important private business of its own 
not only with the Central Banks of other countries but with the 
general public, the Government and the commercial banks. 
Through the bill-brokers it carries on its expansive and contrac¬ 
tive side of its operations. Its open market sales and purchases 
of securities make the bank rate effective. All these types of 
Central Banks have one comprehensive programme of social uti¬ 
lity and they propose to achieve this by altering tlio discount rate 
and trying to exercise through if, certain amount of influence on 
the price-level and the stabilisation of the business life of the 
country. Discarding the old gold basis as the sole regulator of 
their discount rates they are using varied economic data to regulate 
their credit policy and this new orientation of their credit policy 
is such fhat it forces even the pure Central Banks to enter the 
money market and by means of their “ open market operations,” 
i.©., by buying and selling securities they attempt to establish a 
close touch with the country's credit conditions and secure effective 
control of the money market. Almost all the Central Banks 
realise that they are not “ mere dividend-paying machines, but 
nobler and higher instruments endowed with altruistic motives 
which inspire them to perform the sacred task of regulating credit 
and currency and managing the gold standard in the wider in¬ 
terests of the country. The aim of earning dividends for the 
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shareholders has everywhere been subordinated. As Governor 
Strong of the F. II. Bank of New York says, “ Earnings are not 
an influence in fixing the credit policy ” of the F. R. Banks. Such 
an enlightened ideal governs the actions of the different Central 
Banks. Though Coimnercial-cuni-Oentral Banking is pursued the 
substantial duties and operations with the public do not go much 
further than the ones of earning its own expenses and a mere reason¬ 
able profit to its shareholders. Another cardinal function of the 
different Central Banks is “ to save the public at the right moment 
from the ruin which might result from the blunders of the private 
banks.” So far as ordinary duties are concerned <( the Central 
Bank performs the same benefit for the daily traffic in the bank¬ 
ing world that the pneumatic tyre does for the motor car. It 
cushions the bum]>8 and makes the whole service easier, smoother, 
speedier and more efficient.” 2 

While the above are the functions of a Central Bank and the 
performance of which would entitle any bank to be considered as 
a Central Bank there is now much uncertainty as to the proper 
manner in which the Central Bank has to be organised and manag¬ 
ed. When even private Joint Stock Companies consider it im¬ 
portant to maintain national control and not. allow themselves to 
he managed by foreign investors there ought to be some hesita¬ 
tion in an economically undeveloped country in the matter of or¬ 
ganising a shareholder’s type of the Central Reserve Bank. 3 The 
limitation of voting rights to nationals and national corporations 
and discarding foreigners as directors unless approved by the 
majority of* the Board are some of the methods pursued to eliminate 
the undesirable influence of alien shareholders. Another useful 
move is that of the Marconi International Marine. It consists in 

2 Bee Governor W. H. Clegg’s article on “ Contral Banking in South 
Africa,” Economic Journal, December 1929, p. 632. 

3 A more thorough statement as regards the advisability of the particular type 
of organisation of a Central Bank will be found in my Tresent'Day Banking in 
India, Chapter on the Central Bank of Issue. 
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setting aside the <( foreign share ” separately and allowing the 
foreign shareholder no privilege to hold the “ national share ” 
while the national shareholder can own the share even in the 
“ foreign register.” 

The recent American invasion to secure control over British 
companies is being openly resented and several of them like the 
General Electric Company are not allowing the foreigner to ac¬ 
quire the majority of the shares so as to secure control over its 
policy. 4 When the Central Bank has to discharge important 
national duties there is no reason why foreigners should be allow¬ 
ed to have controlling voice. 

To eliminate all such undesirable influences the method of 
starting a Central Bank by issuing public debentures guaranteed 
by the Government gives a convenient handle. Though the idea 
of a mixed State Bank is thoroughly familiar to the Indian public 
yet it introduces or gives scope to the Government to exercise poli¬ 
tical pressure on the Bank. Considering the fact that throughout 
the world the executives of the Central Banks .are being made free 
from political pressure and independent enough to pursue national 
policies then* is no wisdom in .hankering after the old and almost 
forgotten ideal of a mixed State Rank. If the shareholders’ type 
of a Central Bank is undesirable for, without a clause which in¬ 
troduces racial discrimination the restriction over foreign control 
cannot, be exercised, it has to be given up. The State-owned and 
State-managed Bank, being also undesirable it easily follows that 
a stockholders’ bank would free it from all dangers arising out of 
a defective constitutional organisation of the Bank. 


4 The Imperial Airways Co. of the United Kingdom excludes totally all 
foreigners from holding shares. Ree also the Literary Digest which says that 
4i one after another of tire British Companies whose securities have been made: 
active by American buying are meeting hastily and amending their charters or by- 
bws to provide that control can never go overseas and that a majority and 
frequently all of the directors of the Corporal ion must be bora British subjects.’* 
March 80, 1929. 
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All Central Banks display an international mentality and a 
rapid development of this needed mentality cannot be engendered 
by a purely State-owned or mixed State Bank or a shareholder’s 
Bank. A stockholders bank under the capable guidance of ex¬ 
perienced bank officers would easily develop this mentality and 
stand ready to co-operate with the executives of other countries 
and bring about tin* international financial community of interests. 
The idea of world peace can thus be better established indirectly 
by this method than by any other direct move such as tin* proposals 
for disarmament of navy, army, etc. It leads to a disarmament 
of the mind and is bound to succeed. 

The Cash Reserve of the Central Bank. 

War-time and post-war experience shows us that the reserve 
of a Central Bank can be far lower than the legal reserves when no 
gold is seriously intended for internal circulation. Cold is now 
intended for mere export purposes and the national gold stock that 
ought to lie in the hands ot a Central Bank should depend purely 
on the balance of payments. As gold will be called upon to pay 
the unfavourable balance it ought to bear a proper jelationsliip to 
this alone. But in actual practice all Central Banks fix a relation¬ 
ship between notes and deposit liabilities which are “ unrelated 
and this is clearly meaningless ” says »J. 1\ Colbert. 6 Both the 
fiduciaiy and proportional reserve systems are meaningless as ap¬ 
plied to the Central Bank. A low’ proportional reserve or a high 
maximum for fiduciary reserve is essential to give elasticity to the 
note-issue. .Any other legal reserve regulation would be stringent 
and would heighten thei demand for gold on the part of tho Central 
Banks of the world. A falling supply of the world’s gold stock 
would result in bringing about deflation. Gold would tend to 
become exalted as the master, instead of being treated, deservedly, 
as the servant of mankind. To reduce and remove altogether such 


5 See the Statist, Jubilee No. 1928, p. 89. 
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undesirable consequences the gold reserves ought to bear a fixed 
proportion say a fixed multiple of the volume of trade and if this 
proposed idea underlying the Central Bank’s leserve were to be 
accepted the international gold centres have to maintain higher 
stocks of gold than the above so that this free margin of gold 
would allow them to play the role of international financial centres. 

Though the rational basis of the above suggestion can be 
easily understood no nation lias adopted this principle in the for¬ 
mulation of the cash reserve basis of the Central Bank. 6 

Elasticity of note-issue without the danger of monetary in¬ 
flation is the cardinal basis on which the note-issue privileges of 
a Central Bank are formulated. The fixed fiduciary principle now 
recognises the advisability of fixing this limit at as high a maxi¬ 
mum as possible so as to cover all seasonal requirements without 
any alterations in the law. The expansion of this note-issue limit 
at times of panic is permitted and a periodic revision of the 
note-issue limit is also desirable to satisfy the changing require¬ 
ments of the people. This is what the cumulative experience of 
Erance and England teaches us. All nations condemn any defla¬ 
tionary tendency underlying the note-issues when the trade demand 
is growing. They are equally emphatic ill their declaration for 
checking any inflationary tendency which tail be brought about 
by the issue of excessive bank notes. This is the reason why all 
countries which have adopted the proportional method of note-issue 
have carefully defined the nature of the assets which can give rise 
to the notes. They have jealously guarded the legal character of 
such notes and have promptly arranged for the due retirement of 
these notes. 

This power of safe and elastic note-issue can be properly exer¬ 
cised by the discretionary capacity of the Central Bank’s execu- 

6 Even our Gold Standard Reserve meant, for stabilising the G.S. 
System is not based on this principle. It was discussed as the only safe basis 
for the fixing of the amount of the G.S. Reserve but was given up. Only £40 
millions are now held m the G.S. Reserve. 
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tive. So long as the Government does not create a note-issue of 
its own nor abuse the right of borrowing freely from the Central 
Hank of Issue the note-issue can be made safe and elastic at the 
same time by the wise management of the Central Bank. The 
war-time experience of the Cential Banks amply demonstrates the 
truth of the above statement. The Bank of England succeeded 
very well simply because there was non-interference on the part 
of the State and when this was abused as in Erance and Germany 
excessive note-issue became the rule. JJi. T. E. Gregory is essen¬ 
tially right when he remarks that “ the Central Bank which is an 
organ of economic self-government implies that the State- will 
neither print pupei noi abuse its right of borrowing. As soon as 
these implications cease io be true the power of the Central Bank 
ceases or vanishes.” 7 

Though some Cential Banks pursued the policy of holding 
foreign bills freely in the days of currency interregnum, i.e., until 
the gold bullion standard was definitely established, this policy 
seems io swerve m the direction of strengthening gold reserves 
and the ultimate aim is to maintain exchanges at par by the use 
of bullion only, independently of any foreign bill reserve. Both 
the Central Banks of Trance and Italy have been pursuing this 
policy in the latter half ot 1928. Too much should not be made 
out of this anangement alone and force the Central Bank of Issue 
of this country to maintain foreign exchange balances alone to 
settle the balance of payments. 

Even England, the classical home of fluctuating bank rates, 
has adopted quite recently the policy of maintaining a steady bank 
rate irrespective of the gold stocks held by it. By virtue of peg¬ 
ging arrangements which exist between the bank rate and the 
deposit rate of interest all money rates become influenced by this 
policy. The maintenance of this policy stands as a token of its 
desire to help industrial and business reorganisation so badly need- 

V Quoted from the Jubilee Number of the Statist, 1928. 

F. 2 
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ed to enable England to compete effectively with its rivals and 
maintain its predominant position as the world’s greatest exporter 
of manufactured goods. 

All economists admit that the general price-level of a country 
is susceptible to several forces operating from w T ithin the country 
as well as from without. The supporters of the doctrine of u manag¬ 
ed currency ” do not propose to stiaighten out this price-level by 
means of credit policy alone. The enthusiastic advocates of Cen¬ 
tral Bank management realise fully “ that prices are not a stone 
wall which is quite immovable but they are not equally wax which 
gives way to every pressure.” They realise full well that the 
price-level presents a strong resistance to all interference. They 
are aware of the fact that if undue pressure which is being exercis¬ 
ed is increased beyond a certain point it is not the price-level that 
would decline but the withdrawn currency is replaced by some 
other less perfect substitute. It may therefore be recognised that 
the amount of monetary circulation is more leasible of alterations 
than the price-level itself. Hence the monetary reformers now 
believe that “ it is easier to adapt the quantity of money and credit 
to a changed price-level than to modify prices by managing the 
circulation.” All this is realised by the advocates of modern 
monetary reforms. They, also, believe that the action of the Cen¬ 
tral Bank should he timely and however much its influence might 
be reinforced by other measures, the claim that it would promptly 
check business organisations from being overpessimistic or unduly 
pessimistic is not voiced by them. The open market operations 
might not be very efficacious? and the bank rate would fail to carry 
full sting in the absence of a well-developed bill and short-term 
money market. It is only in a highly concentrated banking sys- 

8 This is what is realised by the F.B. Board itself during 1928 and many 
of its officials as well as critics discredit the “ managing policy " of the F.R. 
Board. Officials as well as witnesses before the Select Committee on Banking 
and Currency admit that credit control is ineffectual and that it cannot stabilise 
prosperity.** See the Statist, May 19, 1928. 
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tern that the arrangement of a centralised hanking machinery would 
function well. But even there it might be true that a little more 
competition might be all that might be needed and the rigorous 
castigations of a Central Bank would not after all be the needed 
correctives or the panacea for the financial ills of each and every 
country. 9 

But it must be admitted that a timely action would go a long 
way in checking abnormal price and business fluctuations that are 
productive of so many evils to society. Relative stability of the 
price-level should he the objective of the Central Bank no less than 
the stability of the money rates. 

Without stability in money rates industry cannot hope to 
flourish even if it were to he blessed with tolerable stability in 
commodity prices. ITigher money rates generally tend to produce 
uneasiness in the stock market and place hindrance 1 in the free in¬ 
vestment of fresh capital. This is ihe lesson that the recent high 
money rates of Wall Street teach us (April and May, 1929). These 
variations in money rates not only tended to make the Stock Mar¬ 
ket nervous but induced higher money rates all over the world in 
order to defend their stocks of gold. Even India had to experi¬ 
ence a seven per cent hank rate on account of these higher money 
rates prevailing abroad. 

Foreign Capital. 

The orderly flow of foreign capital through the financial in¬ 
stitutions of the country mainly for the purpose of promoting indus¬ 
trial development and other developmental purposes has a favour¬ 
able bearing on the foreign exchange market. Interest payment 
and dividend remittances may otherwise operate but the whole pro¬ 
cess is an advantageous one tending towards the building up of 
national wealth. This is the recent experience of Japan, Canada 
and Germany. There must, however, be a limit to the foreign 


9 See A. J. S. Baster, “ The Imperial Banks.'* 
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borrowings or else interest charges would mount up to an incon¬ 
veniently high figure and cannot be balanced through increased 
exports. Again another disadvantage might arise when the flow 
of foreign capital from foreign sources might be stopped all 
of a sudden. Germany had io experience such difficulties in 1928 
when the American stream dried up on account of keener demand 
for speculation on the New York stock market. Germany had to 
fall back on London and France for securing the needed short¬ 
term capital. But when there is international tightening of capi¬ 
tal, dependence on foreign capital would be suicidal. Germany 
realised this situation long ago and almost all countries have been 
making persistent efforts to develop internal capital markets so 
as to reduce their dependence on foreign capital. Japan, Canada 
and Germany are successful examples. Germany, in particular, 
knows the fact that German economy depends purely on the do¬ 
mestic capital market. The increase in savings deposits of the 
German depositors is often alluded to as an infallible sign of 
capital increase on the part of Germany. It is not after all a real 
sign of economic growth for it depends on higher wages and these 
reflect on the production costs of industry and capital supply to 
industry. Although high rates of interest were paid for the 
domestic loans very few Gorman subscribers were to be found for 
the loans floated in the year 1928. The situation has improved to 
a certain extent but dependence on foreign capital is not given up 
as yet. The German Banks have attempted not only to accumulate 
domestic capital but have made it their duty to intelligently co¬ 
operate with the creditor countries and secure the needed supply 
of foreign capital for the domestic borrowers. A prominent Ger¬ 
man banker says, “ Capital is in its very nature international and 
only elemental occurrences in the political or other spheres can 
divert it from its natural field of activity. The movement of capital 
towards Germany can, in the long run, therefore, only be averted 
by Germany herself, if she pursues an erroneous economic policy, 
for it is not to be supposed that the atmosphere of international 
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economic understanding, which is apparent today throughout the 
whole world, will entirely he dismissed in the near future.’’ 10 

As British capital is of the type which takes all the risk and 
all the profit, it is better financial wisdom to lessen our dependence 
on it. The American capitalists insist on securing: a fixed rate of 
interest. The South American conditions amply prove my state¬ 
ment. No wonder America’s capital is increasingly employed in 
State Railways, public works, etc., and the socialistically inclined 
States are conducting the public utility services with the help of 
American capital. The lesson is apparent. We should allow 
Great Britain to act more as a banker (till the domesiic capital 
marked, expands) to the Indian industries and less as a workshop 
supplying us with technical requirements. These' would have to 
he manufactured within this country under Indian industrial 
aegis. At present banking, insurance, shipping and personal sei- 
vices are being rendered to us for our raw materials and food pro¬ 
ducts. In future 1 banking, shipping and insurance services would 
he declining as Indian people would be rendering more active 1 ' ser¬ 
vice under these heads than before. If Indian domestic capital 
which is, of late, taking some active part in commerce were to 
pursue this same policy towards industries, shipping and insurance 
the economic self-sufficiency and progress of the country would 
he facilitated. Like the socialistic, states of Argentine and Aus¬ 
tralia our States should aim at securing foreign capital mainly in¬ 
to the fixed interest-bearing type of investment reassuring the 
larger share of the profits for the whole community by the State- 
ownership qf public* services. 

The Internationalisation of Banking. 

The major c ommercial banks in most of the advanced countries 
of the world are fast tending to become international in character. 
The internationalisation of banking is being achieved in three 


10 Quoted from the Report of the Darmstadter Bank, 
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ways: (a) by extending branches abroad, (b) by purchasing 
shares in foreign banks so as to acquire controlling interests, (c) /by 
combining with other banks operating in the foreign area. 
Though in the pre-war days it was method (a) that ruled the cir¬ 
cumstances increasing use is being made of methods (b) and (c) 
in the war and post-war circumstances. This change in method 
was due to the anxiety to avoid disturbing the national sentiment 
of the foreign country and the vested interests of the existing 
banks whose jealousy and antagonism would soon be roused. 
Method (a) is being openly pursued by the Imperial Banks and 
the Empire Banks in all those countries where political power and 
economic penetration cannot be openly resisted by the colonies or 
undeveloped regions belonging to the Empire. The major Imperial 

Banks of England, France and Japan have branches in the colonies, 

/ 

spheres of interest and mandated territories. Method (a) is now 
being attempted by the big American banks with a view to get 
themselves represented in the big financial centres ns London, 
Paris and Berlin so as to be able to afford all-round banking faci¬ 
lities (including tourist traffic) to their customers. 

France pioneered the way in adopting method (c) and in the 
Central and Eastern European countries banks were revived by the 
foreign capital lent by such affiliations. The resurrection of the 
Wiemer Bankverien is an instance to illustrate this tendency. 
Great Britain pursues the self-same tendency and has established 
the British-Italian Banking Corporation which conducts its busi¬ 
ness through its allied institution the Banco-Ttalo-Brittanica. The 
big five with the exception of the Midland Bank have also adopted 
this procedure. 11 

Indian trade in the Far East can be developed by adopting 
this method and enrolling the services of foreign banks to help the 
Indian banks interested in extending the export trade of the 

USee A. J. 8. Baeter, 1 The Imperial Ranke,’ Lest Chapter entitled the 
Integration Movement. 
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country. The hig selling units of the major staples should re¬ 
quest their banks to bring about such a desirable innovation and 
the financing portion of their business, the selecting of reliable 
foreign merchants to act as agents for the sale of goods and a 
reliable knowledge of the state of credit and domestic? circum¬ 
stances can be secured through such a channel. 

Banks and Speculation. 

It is oft stated that “ John Bull can tolerate anything else 
except a two-and-half per cent bank rate.” He would fall a prey 
to speculation during the days of such artificial prosperity. It is 
part of human nature to forget the lessons of the past. When 
too great indulgence in optimism and speculative ventures is tak¬ 
ing place a sharp rise in money rates would be no successful anti¬ 
dote and any manipulation of the bank rate is apt to fail. Danger 
to business stability would result out of such an injudicious attempt. 
The exuberant temper of a speculative community will not fail to 
respond to a sufficient stimulus in the way of cheap and easy 
money arising out of a glut of savings. The banker’s duty is to 
attempt to deflate speculation if possible by drawing a difference 
between the speculative and the legitimate borrowers, viz., pursue 1 
a careful policy of loan rationing. This laudable attempt to sup¬ 
ply the vital and essential needs of society at the old favourable 
rates would certainly be defeated by the re-lending of bank credit 
at higher rales to the speculators or if “ outside ” money were to 
be lent to the brokers for speculative purposes. 12 A differentiat¬ 
ing and discriminating rate attempting to penalise speculation 
would not go a long way in checking speculation. The virtue of 
attempting to protect the innocent and penalise the offender under- 

12 It failed as a result of the influence of the bear contingent, an increase 
in unemployment and reports of poor eamingB for 1927. The raising of the bank 
rate undoubtedly gave the first blow to the speculation bills. The high rediscount 
rates and the credit control policy tended to make the bills “ reel and feel groggy 
but the knockout blow ” came as a result of the above set of circumstances. 
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lies this attempt to ration credit in an intelligent manner. Whe¬ 
ther it would succeed in checking speculation or not, it becomes 
inevitable in some form or other for an all-round rise of the money 
rates would only result as the well-known paper the “ Economist ” 
puts it, “ in penalising the innocent without troubling the guilty.” 
Every other method would be equally futile. Moral persuasion 
on the part of the Central Bank, its open market operations and 
differential rediscount rates and the cutting off of foreign bank 
funds from the money market by the curtailing of private lending 
in the Wall Street by the New York Clearing House have all been 
tried and found wanting. They proved futile as the u boot-leg 
money ” placed by the Corporations served to stimulate specula¬ 
tion and the cardinal lesson which the recent American specula¬ 
tion crisis so admirably teaches us is that the bank’s discount rate 
is not all-powerful to check the rise in prices or turn an un¬ 
favourable exchange rate to a favourable one or restrict the crea¬ 
tion of abnormal credit or check speculation which might be en¬ 
gendered by some cause or other. This is what present-day Ame¬ 
rican banking policy teaches us. Speculation has been aptly 
compared to fever and like fever it must cure itself. 

Another grave lesson which the recent wave of speculation in 
America can tench us is as follows. The American banks suffered 
greatly on account of embezzlements on the part of the Bank 
officers. The stolen bank money was usually lost by selling short 
in the bull market. The Bank tellers, who were the chief offen¬ 
ders, failed to place funds deposited during the day and the higher 
executive officials engaged in the same kind of business could not 
hope to check the actions of the bank tellers. 

Quite recently we have come across instances of embezzle¬ 
ment of bank money in our country on the part of the bank 
officers. Such unfortunate moral delinquencies arise in every 
country and are solely due to the attempt on the part of the Bank 
officers to live beyond the means of their income or downright dis¬ 
honesty or speculative gambling with the help of bank’s money. 
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Insufficient salaries and the attempt to start outside business in 
addition to bank duties or other unfortunate hardships generally 
account for most of the cases of bank embezzlements. The only 
practicable manner or way of combating this dreaded evil is to 
appoint responsible officers, only after a thorough investigation of 
their past history of them. These can be bound down to furnish 
sureties. Periodical audits by recognised and capable auditors and 
the introduction of mechanical appliances to do- accounting work 
would go a long way in eliminating these dangers. Internal audit 
oti financial transactions would be useful and enable one to detect 
the defalcations early. This is what American banks failed to do 
and that is why they suffered to such an extent by the huge sums 
defalcated by the bank clerks. Indian bunks ought to understand 
this much from the recent wave of speculation in the American 
stock market. 

Banks and Publicity. 

The Indian hanker must give up his attitude of dignified 
silence. He should no longer be a silent observer of public affairs 
keeping his pulse on them hut it is not mere talking for public 
edification that is essential. He should step into the public 
arena and begin to educate the public by his ill uminating addresses 
on trade, and economic circumstances of the country. The prac¬ 
tice of the Bank Chairmen of the Big Five ” has to be emulat¬ 
ed. They should not only answer all enlightened or mischievous 
criticism of their actions but point out the paths by means of 
which industries can get rid of their difficulties. Besides long 
and interesting statements of the business of the banks, an in¬ 
telligent commentary on private economy, public finance and credit 

/ 

and important financial events having world-wide significance 
should be found in their annual reports. 

Similarly, the Central Bank of this country should issue in¬ 
forming balance-sheets and now that the “ paragon of conserva¬ 
tism ”—the Bank of England which could dare to defy public 
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opinion so long and continue publishing enigmatic balance-sheets 
lor nearly three-quarters of a century has come forward to pub¬ 
lish informative balance-sheets, the case for publicity receives un¬ 
disputed strength out of its action. The amalgamation of note- 
issues has proved to be a significant achievement in several direc¬ 
tions. The most important thing is the issuing of a bank return 
supplying additional information. As the Right Hon’ble Reginald 
McKenna says, “In the return of the Banking Department the 
total of the British home bank balances, hitherto undisclosed, is 
now shown separately as a part of other deposits while ‘ other 
securities ’ are divided into discounts and advances and securities. 
These items as the records increase in length and as experience is 
gained in their utilisation will add materially to the value of the 
statement for short and long-term purposes.” 1 * 


Banks and the Exchange Market. 

It has now been recognised in all countries that a forward 
exchange market is essential for exchange stability. Abnormal 
methods of controlling exchange rates have been found to he in-- 

t ‘ 

effective. The stabilisation of exchange is a thing that tends to 
establish itself and without such stabilising conditions it is im¬ 
possible for a long time to restore sound conditions. In the ad¬ 
vanced countries the perfection of the forward exchange market 
has "become so complete that it actually dominates the spot rates 
and in case of the sterling-dollar rates we Witness such a pheno¬ 
menon. The widening of the exchange market, the specialising 
nature of the exchange brokers and the necessity on the part of 
the merchants to realise that it is wise to eliminate exchange 
risks apart from trade risks are the predominant factors in the 
case of an established forward exchange market. 

U Bee “ A Picture of World Eco&umie Conditions at the Beginning of 1989," 
p. 108, issued by the National Industrial Conference Board of the 0.8.A. 
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The financing of foreign trade itself must be done with do¬ 
mestic funds and it is the bounden duty of the Central Banker to 
indirectly secure this ideal through the intervention of the exist¬ 
ing joint-stock banks or those specially created for that purpose. 
Both the United States of America and Japan, the latter to a less 
degree than the former, have succeeded in developing suitable 
banking machinery to finance their own exports or imports with 
the help of domestic resources. 

Banks and the Investment Market. 

The perfection of the investment market in almost all advanc¬ 
ed countries is a patent fact. America, Japan, and Germany stand 
as outstanding examples of recently organised banking systems 
where much attention is being paid towards the mobilisation of 
the domestic capital resources of the country and the investing of 
the same in safe and remunerative channels by special institutions 
known as investment trusts and these divide the risks by spread¬ 
ing the investment over a wide area and thereby better outturn 
than what a single individual however enlightened he might be 
in the art of securing safe investments for his capital can hope to 
do. The increase of capital is not the main problem but the safety 
of the existing capital is the sole criterion. Circumstances might 
force us to borrow in the foreign countries but the rebuilding or 
renaissance of' the domestic investment market must not be for¬ 
gotten. The creation of an organisation for the mobilising of the 
domestic capital resources should not be postponed any longer. 

Applications of these lessons to India proper. 

While some of the salient lessons underlying the discussion 
have been pointed out already it is essential to frame permanent 
reconstruction of our banking structure in the light of the most 
important of the above conclusions. It is assumed that the form¬ 
ation of a Central Reserve Bank and the creation of an elastic 
rural credit system are indispensable parts of a larger problem, 
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namely, the reform of the entire banking structure. Everywhere 
else, the bank note-issue, i.e., bank currency forms an integral 
part of the credit structure. Our plans of banking reconstruction 
have to be worked out more or less with reference to the plan 
adopted for the currency reform. 

It is difficult to imagine how banking reform can be accom¬ 
plished without empowering the Central Bank to issue elastic notes 
which form no meagre part of the total volume of money in the 
country. Considering the advisability of making bank notes rise 
or fall in response to the needs of business the. first item of our 
banking reconstruction is to deprive the Government of its control 
over note-issue. The issue of new notes must be in the hands of 
a Central Bank. Observing the favourable experience of other 
foreign countries with asset currency it is essential to issue notes 
based on the assets of the Central Bank. To ensure confidence 
in the minds of the public they might he Government-guaranteed 
notes hut they must be directly issued by the Central Bank. The 
asset hacking for the notes may be gold and collateral paper such 
as commercial, agricultural and industrial paper. The proper 
combination would be 50 per cent which happens to bo the prevail¬ 
ing law in the matter of our paper currency organisation. Hav¬ 
ing the privilege to issue notes based on gold or commercial paper 
it can be left to the discretion of the Central Bank to issue notes 
either on gold or commercial paper as the management thinks it 
proper to do. The form of eligible paper might be— 

1. Notes, drafts, bills of exchange or acceptances issued or 
drawn for agricultural, commercial or industrial purposes and re¬ 
discounted by commercial banks at the hands of the Central Bank. 

2. Open market operations or purchases by the Central Bank 
consisting either of bills of exchange indorsed by a joint-stock 
bank or of banker’s acceptances, which at present do not exist to 
any extent. 

3. Notes, drafts, and bills of customers drawn for the pur¬ 
pose of carrying or trading in bonds and notes of the Government 
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of this country or the United Kingdom and rediscounted by the 
Central Bank. 

4. Promissory notes of the commercial banks to run not ex¬ 
ceeding three months secured by (a) commercial paper eligible 
for rediscount, or (b) Government securities. 

Such terms of note-issue which have been outlined above 
would undoubtedly confer the needed elasticity required by either 
business or Treasury finance. 

To meet sudden emergencies this law can be suspended and 
additional note-issue can be permitted on the payment of a 
graduated tax. The discount rate at such times must be made 
to rise by an amount equal to the- tax paid by the Central Bank. 
Such provisions will satisfy the needs of a crisis or any unusual 
emergency. Automatic contraction can also be provided for by 
the increase of lax and discount rates. By this feature we a re 
incorporating the German and the English devices of creating ex¬ 
cess issue to meet emergencies. 

The redeeming of these notes at the Central Bank or the 
Treasury must now be discussed. Both in the pre-war France and 
the United States of America the Central Bank had the power to 
pay the notes in gold or silver as in Franco and gold or lawful 
money as in the U.S.A. In the future when gold shortage* is to 
be an accomplished fact the concentration of gold in the central 
reserves would he highly useful and a provision of this character 
would be highly useful in protec ting the gold stock in extraordinary 
times. While this privilege would thus be helpful the question 
of keeping notes at parity with gold and speedy exchange of notes 
for gold or gold for notes should not be interfered with in ordinary 
times. 

As the general public of our country do not understand the 
subtle distinction between legal tender and optional tender it is 
better to confer the legal tender quality on the- notes of the Cen¬ 
tral Bank. It is undoubtedly true that a proportional note-issue 
has the possibility of inflationary demand attached to it and to 
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curb ibis tendency the legal tender privilege for private debts 
might be denied as has been done in the TI.S.A. But even there 
banks and the government exchange the notes for lawful money 
at their full face value. 

Coining to the actual measures needed for securing automatic 
retirement of notes which is so essential for contraction purposes 
it must be borne in mind that the issue of the One Rupee Note 
makes it difficult to insure prompt retirement. Large denomina¬ 
tion notes would generally float back to the Bank easily but the 
smaller denomination notes generally are not retired early. The 
conferring of the legal tender quality would again stand as an 
impediment to the prompt retirement of the notes. Even banks 
would be holding these as part of their legal tender reserves. Al¬ 
though the F. It. notes are not legal tender yet these are not 
issued below denominations of five dollars. As inter-district move¬ 
ment and payment of them by another F. R. Bank other than the 
issuing hank is subject to the penalty of a 10 per cent tax the 
feature of automatic redundancy is supposed to be completely 
effective and to reinforce it special powers are conferred on the 
F. R. Banks to refuse rediscounts to member hanks and compel 
them to repay old borrowings by returning currency, i.e., notes. 
The F. R. Board has the ] lower to levy interest tax on note-issue 
backed by non-gold collateral. Next, the rediscount rate may 
be raised by the F. R. Board, if it finds the> note-issue over and 
above the legitimate demand requirements of business. Lastly, it 
employs the open market operations on the part of the F. R. Banks 
to bring pressure and compel the safe retirement of these notes. 
Thus the chief lesson one lias to learn is not to place blind faith 
in the doctrine that notes find an outlet only when there is legi¬ 
timate demand for the same and nothing in the direction of en¬ 
forcing note-retirement is essential. Although notes generally 
find an outlet through business requirements alone, the necessity 
to automatically retire these notes as soon as the requirements are 
satisfied is often overlooked and at such times the Central Banker 
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must be endowed with power to exert pressure on tbe ordinary 
banks and secure contraction of tbe notes. But unfortunately this 
side of the note-issue provisions which is meant for contraction 
purposes is often neglected. It is not enough to merely lay down 
regulations checking monetary inflation through note-issue. Just 
as elasticity should be secured whatever the state of the gold 
stock might be, so also the contraction must be managed with 
a view to save the community from, excessive and highly infla¬ 
tionary size or amount of the note-issue. These are the principles 
on which the note-issue of our Central Bank should be managed 
and without having an elastic note-issue in its hands which does 
not at the same time lead to monetary inflation, satisfactory ro- 

Sr, 

discounting of the eligible and qualified paper would be sometimes 
impossible and the genuine credit demands might not be satis¬ 
factorily complied with. 


Bank Rate. 

It has already been laid down that a lower and more steady 
bank rate than the present one should be the ideal aimed at. Con¬ 
sidering the last half-year’s (ending Dec. 31, 1929) bank rate, 
the average was 5*788 per cent as against the previous half-year’s 
average of 5*456 per cent. It would indeed have been higher if 
trade demand had been felt. Depressed trade and the stagnant 
industrial situation in the cotton industry of Bombay and the slow¬ 
ly falling prices of country produce needed lesser finance than as 
usual and there was no borrowing of emergency currency from the 
Controller of Currency at any time. The seven per cent bank rate 
reached in October, 1929 would not have been imposed on the 
banking system but for high bank rates ruling abroad and the 
investment of Indian money abroad. The heavy treasury bill 
borrowings must also have told their tale in this matter and rais¬ 
ed the bank rate to seven per cent. One unique feature however 
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was the low money rate prevailing in the money market in spite 
of the above advance in the bank rate. 54 

This situation would necessarily have to be changed as soon 
as the Central Rank assumes charge of the currency and credit 
policy. This Central Rank should remove the influence of the 
Government on the bank rate. Any undue raising of the bank 
rate to eight per cent as w T as done by Government pressure would 
have to be checked. The present-day peaks and valleys of credit 
fluctuations would bo smoothed out as a result of the Central 
Rank’s operations. Its true financial wisdom would enable it to 
stand prepared for unforeseen, abnormal and unexpected contin¬ 
gencies though they may be purely non-Indian in origin and 
character. With the successful financing of the Treasury’s re¬ 
quirements by the policy of Ways and Means Advances one reason 
for unduly pushing the bank rate to a high level would bo remov¬ 
ed. With an elastic note-issue the seasonal requirements can 
easily be satisfied at a steady level of the bank rate. Change in 
international finance would undoubtedly have a repercussion on 
the Indian money market. The best way to meet, such abnormal 
contingencies is to provide the shock-absorber—the Central Rank. 

Lacking absolute autonomy and devoid of sufficient resources 
the Imperial Rank could not withstand any of these extraordinary 
shocks. Neither the. internal situation nor the complications aris¬ 
ing out of international financial stringency could be satisfactorily 
handled by the Imperial Rank. Often when trade demand was 
acute the cash balances used to reach a low figure of thirteen per 
cent. 15 The issuing of emergency currency at such times against 
ad hoc securities or the transfer of the Home (.ash Balances to 
the Indian counterpart by placing sterling securities in the P. C. 

14 See the Half-yearly Report of the Imperial Bank ending December 31, 
1929, published in the Englishman, February 3, 1930. 

15 The lowest record to which the cash reserve of the Imperial Bank has 
ever fallen was 9 per cent. 
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Reserve and issuing P. C. notes against the same thus augment¬ 
ing the Government cash balances in the hands of the Imperial 
Bank or the manufacturing of bills to secure their rediscounting 
at the Controller’s hands was often resorted to on several occa¬ 
sions. These medieval methods of finance have to be scrapped as 
early as possible. It is high time that the seasonal emergency oi 
cyclical or secular and abnormal needs are properly looked after. 
All Central Banks are now armed with the privilege of note-issue 
and their purposeful credit policy even m normal times is so direct¬ 
ed as to enable it to tide over the cyclical period with the least 
possible disturbame. Seasonal needs can be adequately provided 
for by mere expansion of book-credits, i.e., deposits and note's and 
no penalty bank rate is ever inflicted on the businessmen. The 
proportional system of note-issue which is backed by commercial 
paper can duly empower the Central Hank to meet tin* needs of 
seasonal as well as cyclical emergencies. But no modern banking 
system is being so managed at present as to secure the secular 
stability and stabilise prices in the long period. In an abnormal 
contingency as war all the three' 1 expedients of loans, external as 
we'll as internal, the screwing up of the rate of taxation and the 
resort to note-issue would be inevitable*. The more costly the 
modern war is the more effective must be the three' methods of 
war-finance. 

Difficulties of Open Market Operations. 

It would be mere folly to minimise 111e real dangers which 
the Central Bank would have to experience in the early days of 
its existence. The financial good that it can hope to render would 
not be very prominent from the very beginning. The immediate 
changes that it would bring about must be studied. It would 
necessitate the transfer of note-issue powers at present exercised 
by the Government of India. 

Secondly, it would involve a cataclysmic change so far as 
rediscounting of hundis or “ manufactured ” bills by the Controller 
F. 4 
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is concerned. The rates charged for this rediscounting have 
varied from six to eight per cent. To substitute merely for this 
purpose a Central Bank would be unnecessary for oftentimes there 
had been no such rediscounting at the Controller’s hands even at 
the time ol the busy season. During the present season (Febru¬ 
ary, 1930) there has been no creation of this emergency currency 
thus far. Money rates are easy and though up-country demand 
might be felt sooner (February, 1930) or later it is quite likely 
that this demand would not be made by the Imperial Bank. 

Thirdly, the lack of a discount market and the absence of a 
bill habit need not be commented upon. But unless a Central 
Bank helps this process of perfecting the short-term money mar¬ 
ket, the development of the same would never take place within a 
reasonably t»hort time. 

Xextly, the demand for loans in an agricultural country would 
be inelastic and discount rates can never hope to exercise effective 
control over the situation. As at present the bank rate of the 
Central Bank would be a mere symbol devoid of any real signi¬ 
ficance. For some time to come that would be its fate. 16 

Another reason pointed out elsewhere is the opposition of the 
Exchange Banks who would not curtail their dependence on the 
London Money Market either for rediscounting their bills or for 
investing their liquid resources in the short-term money market of 
I London. 

Still another dominating factor delimiting the usefulness of 
the Central Bank should be stated. Even in the advanced coun¬ 
tries it is now being realised that immediate stabilisation of prices 
or business would not be forthcoming out of a judicious use of the 
bank rate or open market operations. Considering the “ agricul¬ 
tural lag ” fluctuating or changing price-levels would have more 
pronounced effect on the farmers than on the industrialists. Bow- 

16 See the Section on the Future of the Foreign Exchange Banks—Part of 
my written evidence before the Central Banking Enquiry Committee. 
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ever much* the need for benefiting the farmer by means of a stable 
price-level might be fell still in actual practice it cannot be realis¬ 
ed without other helpful factors co-operating with the Central 
Bank in improving the situation. 17 The new gold standard itself 
Ab the best regulator of prices and any conscious stabilising of 
internal prices would mean continuous rigging of exchange up 
and down with reference to movements of world prices. As the 
different countries of the whole world have rejected the policy of 
stabilisation of prices by adopting a managed currency and have 
returned to the new gold standard the objective aim of this country 
should be to return to this new gold standard and consider it as a 
good enough measure for regulating prices. 

If these are the real objections to the successful working of u 
Central Bank it can be pointed out that the main reasons why a 
Gontral Bank would be necessary in this country can be stated 
under three broad headings. 

Firstly, the monopoly of the foreign exchange banks has to be 
broken down by helping the competing local exchange banks. 

Secondly, it would prevent a recurrence of the 191 &—1915 
hanking crisis. This prosperity crisis was due to capital being 
lent through banking channels for industrial purposes. When 
the knock came they found themselves in a peculiar situation and 
no one was willing to help them. Their inevitable collapse 
brought down a number of banks. The presence of a responsible 
leader rendering discriminating help could have saved -ome of the 
solvent banks. No worthy load was given by the Presidency 
Bank of Bengal even though the Government was willing to grant 
aid. The lessons of this crisis unfortunately were lost and no 
tangible good, immediate or deferred, resulted out of this crisis. 
No amalgamations, no purification process, no reconstruction 

17 The success of the open market operations of the F. R. Board in much 
exaggerated and the helpful factors which pulled m the same direction arc’ 
forgotten. See Lawrence, “ The Stabilisation of Prices,” p. 472. 
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schemes such as those which followed the Australian Crisis of 1891 
to 1893 have resulted. 

Thirdly, an orthodox Central Bank whose functional simpli¬ 
city might he rigidly adhered to would facilitate and improve the 
remittance business of the Government, provide the rediscount 
facilities for the commercial banks, manage the currency and 
credit system of the country and perforin Government business on 
strictly intelligent principles. The most important innovation 
would be the rediscounting of hvndis by the joint-stock banks 
which is now considered ns a weak sign and not resorted to by 
them. 

This would enable the spread of the banking net far and wide. 
It would increase the scope of the Central Banker to exercise his 
power over the entire banking field. The slow popularising of 
the credit instruments, the encouragement of the deposit habit, 
the training of men fit to run banking institutions and the effi¬ 
cient handling of the banking system during the- times of a. crisis 
would be some of the immediate beneficial advantages arising out 
of a Central Bank of Issue. But to secure even these simple bene¬ 
fits it has to fight against tremendous odds the most prominent 
of which are popular apathy and ignorance and the jealousy of the 
foreign exchange hanks. But if it pursues a bold active forceful 
and energetic* policy there is no reason to doubt that it will even¬ 
tually occupy its rightful place in the Indian money market as 
the corner stone of its currency and credit system. 
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SUMMARY 

1. High interest rates are a great impediment to the growth 
of industry and enterprise in India, and keep down the standard 
of living*. There is a wide disparity between the bank rate and 
the market rates and the bridging of that gulf is the central 
problem of banking in Tndia. 

2. There is no use putting the blame on the indigenous 
bankers or the Imperial Bank; the remedy lies in changing 
our methods of business, and enabling our businessmen to obtain 
funds on easier terms. 

3. Our present methods of business are dominated by ‘ cash- 
credits ’ and ‘open accounts’; and the provision of marketing 
credits is meagre. These methods must be replaced by the use of 
bills of exchange, drafts and pronotes, which may be discounted 
and rediscounted according to tlio needs of business. Standardized 
luindis, independent warehouses, discount-houses and bill- 
brokers are all necessary for the functioning of a proper reserve 
bank and a well co-ordinated rediscounting system. 

4. The Reserve Bank must provide also for agricultural 
credits, mainly through the co-operative movement. The redis¬ 
counting of agricultural paper bristles with difficulties, especially 
in India, but these difficulties may be got rid of by a stiffening 
of co-operative methods and tightening of co-operative machinery. 
The experience of TJ.S.A. and France is encouraging in this 
matter. 

5. The developments envisaged above are not too premature 
for India. With some modifications the existing machinery could 
be brought into line with modern banking systems. 
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(1 ) 

One of tile fundamental causes of ilie economic backwardness 
of India is the high price that Indian traders, manufacturers and 
cultivators have got to pay for the use of capital. The high rates 
of interest obtaining in this country make the cost of production 
high and leave the entrepreneur, be he millowner, handicraftsman 
or farmer, such a small margin of profit that there is no great 
incentive to increased production. In the case of a large propor¬ 
tion of cultivators, the produce harvested is hardly sufficient to 
pay the money-lenders’ dues, and as for artisans, they, in a real 
sense, work for the sowcar. Even the millowners and merchants, 
especially the smaller ones, have to pay much higher rates oif 
interest than their compeers abroad. Short-term credits are 
difficult to obtain, and when obtained the terms are often unreason¬ 
able, if not exorbitant. The Bank Bate may be 5 per cent or 
even as low as 3 per cent but the average businessman has to pay 
about 9 to 12 per cent and the average farmer and handicraftsman 
anything between 12 and 24 per cent for their short-team credits; 
and town labourers usually raise loans on such exorbitant rates 
as 37| per cent and 75 per cent per anuitm. In these circum¬ 
stances, it is no wonder that trade and industry are growing at 
a Bimil’s pace in this country and our economic* resources remain 
undeveloped. 

This has other repercussions, both economic and social, of a 
far-reaching character. Owing to the high toll levied by the 
moneylender and the low productiveness of industry, the Indian 
agriculturists and handicraftsmen—and they constitute the great 
bulk of our population—have to keep their standard of living at 
the barest minimum of subsistence. The great majority of them 
hardly eat one square meal a day and live in thatched huts wear¬ 
ing scanty clothing, and with very few possessions that they could 
call their own. What can be the purchasing power of such a 
poor people? India claims nearly a fifth of the world's population, 
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but the per capita purchasing power of those people, I venture to 
say, is not even a fiftieth of that of an Englishman or an American, 
Indeed in the statistics of world trade, India is assigned the sixth 
place among* the nations but it has hardly any significance when 
W'e take the size of India into account. What can be the real 
economic status of a country whose per capita income is but £8 at 
the highest computation? 

It is clear therefore that unless India produces more per head 
and thereby raises her purchasing power and her standard of living- 
far above the present low level, no real economic advance is 
possible; and so long as manufacturers and cultivators have to pay 
exorbitant prices for the use of capital, they will nevei be able to 
increase the yield of their farms and workshops in quantity or 
value, and the purchasing power of the masses is bound to remain 
low. 

Now, what is the cause oi these high rates <;f interest ? Is it 
due to the dearth of capital? In spite of the still deep-rooted 
inclination to hoard money and keep capital locked 
up in ornaments and landed property, there* are yet indications 
that we have ample, if not abundant, financial resources in the 
country to supply the credits needed for our trade, industry and 
agriculture, and if this is supplemented by the cash balances and 
other resources of Government, there is no doubt that India could 
supply hei-self without external aid all the short-term credits 
usually required in the country. The loans floated by Government 
in the last few years have demonstrated that there is in India 
a fairly large accumulation of capital seeking investment and that 
the apparent shyness of capital is rather due to the lack of 
appropriate channels for investment than to any deep-rooted 
antipathy towards liquid investments. For the person who wants 
to keep his capital in a readily realizable form, the choice 
of securities within the country is so limited. There is 
today a growing class of professional men and landowners, 
even artisans, who realize the value of such inveetment, and with 
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increased propaganda and the provision of better facilities, that 
class may grow considerably and a large capital market may take 
shape in this country. Hut this class now invests only within a 
limited range, and tlieir capital hardly serves to finance the agri¬ 
culturists and manufacturers of the country and even traders 
obtain only a very limited benefit from them. 

The result is the wide disparity that obtains between the bank 
rate and the market rates in this country; and the smoothening 
of that disparity is the central problem of banking in India. 


‘ ( 2 ) 

It is customary to put the blame for high interest rates on 
the bankers and moneylenders who accommodate the traders and 
agriculturist* of the country. We often hear ot Shyloek demand¬ 
ing his pound of flesh, the mahajan tyrannising over his debtors; 
but this is only one side of the picture. Indeed it must be admitted 
that the Indian sowcar charges for his capital higher rates than 
his compeers in any civilized country, and in a good many cases 
his profits are great. But when we consider the risky nature of 
much of his business, the delays and expensiveness of the legal 
process, the statutory restrictions on the transfer of land, the 
vicissitudes of seasons, and wide fluctuations in the price of 
produce, we may realize that the indigenous moneylenders and 
bankers are at present, struggling against odds/ that they are 
rendering a service to the community which in the present 
circumstances no other agency is capable of rendering. While 
the rates charged by them look high on paper, their net takings 
are often, unequal to the energy they put into the business, 
ami in spite of the rise of co-operative societies and indigenous 
joint-stock banks, they are still shouldering practically the entire 
burden of credit supply to the ordinary folk. Out of the estimated 
total agricultural indebtedness of about Bs. 1,000 crores, the co¬ 
operative movement supplies not more than about 35 crores. 
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More often, the blame is laid at the door of the Imperial 
Bank. There is no doubt that the too conservative policy of the 
Imperial Bank prevents the banker and the businessman from 
getting all the credits that they need and their position warrants, 
and that this restriction of credit coupled with the extensive 
government borrowings of recent years have made money dear for 
trade and industry in this country. It is also true that the market¬ 
ing credit offered by the Imperial Bank is hedged in by many 
restrictions which stultify the benefits of that provision in the 
case of those classes of the community Unit stand most in need. 
But so long as the Imperial Bank is bound by the present charter, 
it has got to restrict its activities within a narrow field; there is 
a fixed time limit beyond which it cannot provide credits; it could 
discount only such bills as satisfy certain minimum requirements 
and its marketing credit is only available to those who deposit 
goods with it or who assign to it documents of title to goods. 
Perhaps in the present circumstances of the country, such restric¬ 
tions are more or less necessary for safe banking; and even the 
Reserve Bank, when it is founded, may not be able to make any 
radical modification of many of them. The practicable remedy 
therefore lies in enabling our businessmen to adopt such business 
methods and provide themselves with such securities as will satisfy 
the banks and enable them to advance more freely. 

We have to remember in this connection that the Imperial 
Bank* is not a proper central bank, but only an ordinary 
commercial bank doing banking business for the State, that 
although it.tries to control credit by manipulating the hank rate, 
such control is ineffective as it has no control over currency and 
as even the indigenous bankers are not always bound to take the 
cue from it. Herein lies the root cause of the disparity between 
the bank rate and 'the market rate. So long as the control of 
credit and the control of currency are vested in two different 
authorities and so long as the control of credit is vested in a 
commercial bank which only partially controls the capital market 
F. 5 
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of the country and which has no direct mission for the economic 
improvement of India, there is practically no way out of our 
present difficulties. There is only one radical remedy to this and 
that is the establishment of a central Reserve Bank, which will be 
the coping stone of the financial edifice of the country. Such a 
Reserve Bank must be entrusted with the regulation of the currency 
as well as credit and must hold the reserves of other bankers and 
of Government. Only such a bank will be able to effectively 
control the interest rates and handle the credit situation. 

Indeed the establishment of a proper reserve bank with 
adequate powers and safeguards will provide a coping stone for 
the financial edifice, but it will only be the coping stone. The 
building has got to be first raised before we place the coping stone 
in the proper place. We must have the groundworks, the masonry, 
the wood-works and all these must be properly adjusted. We have 
many scattered pieces, and some of very good workmanship, but 
they require to be put into shape and must be brought together 
and fixed up to form the body of the building. The very founda¬ 
tions are not firmly laid down; and that would be the hardest of 
our jobs. We require an adequate number of member banks all 
over the country, a growing stream of savings receiving tributaries 
from country and town, a regular flow of negotiable instruments 
of the proper kind and accepting houses and bill-brokers to 
deal in them; and above all we must develop' in the country such 
habits, standards and methods of business as are necessary if bank* 
ing transactions should proceed on their normal course. In all 
these, considerable modifications and adjustments are needed to 
bring our existing machinery to function efficiently for the aim in 
view. 


( 3 ) 

We will now analyse our present methods of business. The 
larger industrial concerns obtain their credits from banks in the 
shape of overdraft or cash-credit on the security of letters of 
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hypothecation on goods. This practice is not generally agreeable 
to the banker as the goods are in the possession of the borrowers, 
and as such loans are not a quick asset; and naturally banks 
restrict such credits within a narow circle of highly reliable 
customers. As for the smaller manufacturers, this channel is 
closed for them and they have to be content to borrow from 
indigenous bankers or moneylenders at high rates of interest. 
Traders could raise credits on the security of produce, but banks 
insist on such produce being deposited in their own godowns under 
the control of their own staffs, and as this is regarded as derogatory 
by substantial merchants, they have often to sell their goods at 
unprofitable prices and in a depressed market. Agriculturists do 
not get even such facilities. Before the produce is harvested they 
are already deeply indebted to the sowcar or mandi merchant and 
they have to sell the produce immediately after harvest, often on 
the threshing floor; and as is well known, produce markets 
especially grain markets, are particularly depressed immediately 
after harvest. The very methods of purchase and sale in the 
country are unbusinesslike. Sales are generally made on the 
‘ open account/ and therefore the seller has got to wait till the 
buyer is ready to pay up, and in no way could he convert his 
‘ book account * into cash. 

All this is inconvenient, wasteful, antiquated; and the whole 
machinery must change, if the modern banking system is to 
function unhindered. A well-devised system of trade acceptances 
must link up the different sections of the business community. In 
all civilized* countries, the mechanism of exchange today works 
with the help of bills of exchange, drafts and pronotes. Before 
they reach maturity, these negotiable instruments may change 
hands several times, being discounted and rediscounted by bankers, 
and this makes monetary resources mobile, and enables them to do 
more service in exchange than otherwise they could. So long as 
sales are on the * open account/ and notes and drafts are not 
discounted, monetary supply will remain inelastic and business is 
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bound to be sluggish. The Reserve Bank can only function with 
the help of such media. All borrowing for business purposes must 
be through some negotiable instrument, which may be rediscounted 
in case the lender wants to transfer his claim to some one ebe. 

Of these negotiable instruments, the bill of exchange is the 
simplest and most self-liquidating, as it represents an actual sale 
whether within the country or outside. It may be a sight-bill or 
a usance-bill, but in either case it will liquidate itself automatically 
in a well-ordered business community. Especially when the bill 
is accompanied by a bill of lading or other supporting documents, 
it becomes a first class negotiable paper; and in the case of usance 
bills can be discounted and rediscounted, and may change hands 
any number of times. Marketing credit is also provided by means 
of negotiable instruments, a draft or note secured by warehouse 
receipts and other documents of title to goods. Such goods must 
be non-perishable, readily saleable and must be stored in pit ecu 
god owns. If so arranged, these instruments will function nearly 
as automatically as trade bills and will be an effective means of 
avoiding forced sales and depressed markets. 

In India today, bills are'used more in foreign trade than in 
inland, and that is perhaps because discounting facilities are more 
abundant in the former than in the latter, Hnndis of various 
kinds have always been used, but a good number of them are 
accommodation bills; and even when they represent a genuine 
commercial transaction, the joint-stock banks are reluctant to 
discount them. As Sir Henry Strakosh has pointed out, inland 
trade bills need not always carry with them supporting documents, 
and it is not in all cases convenient to supply such documents, but 
whether this caution of the banks is justified or not, they are not 
likely to give it up till a Reserve Bank will arise and initiate a 
new policy. Trade acceptances in general are impeded by the lack 
of proper warehousing facilities in the country and by the insistence 
by the joint-stock banks that produce should be deposited in their 
own godowns, and their reluctance to liberate goods piecemeal. 
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Thus, being denied access to the Imperial Bank and other joint- 
stock banks, the ordinary businessmen of the country resort to the 
shroffs who either lend them their own money or money which 
they raise from the banks by discounting Hundis. The shroff 
does not play the role oi a bill-bioker or an accepting house, 
and as his risks are* often great, large profits accrue to him. But 
why should there be such risks? and why such burdens on industry 
and trade? 

If the rate of interest should tall in the country and if the 
Reserve Bank (when founded) should serve the interests of the 
Indian business community, various modifications are needed in 
existing banking machinery and methods of India. I shall here 
mention only a few. 

1. The cash credit method of financing must be discouraged. 

2. The Hundis must be standardized and transformed into 

genuine trade bills which may be discounted with the 
banks; and the duties on them must be reduced, so 
that their use may become more popular. 

Independent, warehouses must be established at suitable 
centres and they must issue certificates of 4itic*. 

4. There must arise accepting and discount-houses and bill- 

brokers to deal in bills. The Multanis and other 
shroffs could with advantage transform themselves 
into such if proper encouragement is given. 

5. Joint-stock banks must open more branches in the 

country or take local bankers into partnership with 
them on the Kommandit principle, and these banks 
must keep their reserves with the Reserve Bank. 

All these will create a growing discount market in the country. 
The businessmen will create drafts of all kinds, ilie accepting 
houses will accept them, joint-stock banks will discount them, and 
bill-brokers will arise and deal in them. If thus a discount market 
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will arise in the country, the bank rate will then become more 
effective, interest will fall, and the Bank will be able to control 
more effectively the credit situation in the country. 

Except in Great Britain, discount-banking is of recent growth. 
Even in the United States, where the system has lately become 
most developed in all its ramifications, there was a positive anti¬ 
pathy to rediscounting before the Federal Reserve system came in 
16 years ago. There were large numbers of small banks operating 
in the country, but they were averse from discounting their notes, 
and having not been connected with the central money market— 
each bank depending mostly upon local resources—interest rates 
were as high as 10, 12 or even 15 per cent in some districts, while in 
towns much lower rates prevailed. The Federal Reserve Bank Act. of 
1918 remedied this defect by providing a national discount system, 
which enabled country banks to become members of the Federal 
Reserve system and obtain abundant rediscounting facilities. 

We have to develop on the same lines in this country. Our 
methods of granting credits must change if our businessmen are 
to fully avail themselves of the resources of the Reserve Bank. 
Cash credits and ‘ open account * transactions must be reduced 
in volume and in their place must come in trade acceptance credit 
with the proper negotiable instruments and supporting documents. 
The shroffs and other indigenous bankers who today lend to 
businessmen will have more amplified functions in the new system. 
By centuries of specialization in banking, they* have garnered 
valuable experience of the habits and needs of Indian business¬ 
men, and by adapting themselves to the needs of the discount¬ 
banking system, they will be able to perform a more serviceable 
function, and one w'hicli, I think, will be more profitable to 
themselves. In this way the two uncoordinated parts of the 
Indian money market can be brought into organic touch and 
made to co-operate for supplying the credit needs of the country. 
Indian capital will thus become mobile and will divest itself of 
its proverbial shyness, 
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(4) 

In Western countries, the central banks are intimately bound 
up with industry and trade, but in a country like India, 
it is but meet and proper that the central bank should also 
make provision for the short-term needs of the agriculturists 
who form more than 70 per cent of the people. There is no 
doubt that co-operation is the right ihannel for the supply of 
short-term credits especially to agriculturists, and it must be 
admitted that in most Indian provinces at present, no lack of 
funds is complained of by the co-operative movement. Let us not 
forget, however, that this seeming sufficiency is not because all 
the credit needs of the ryot have been met, but because co-operation 
is meeting only a small part ot his legitimate credit needs, and 
if co-operation is to become really serviceable it will have to 
extend its business. This is only possible if we connect the co¬ 
operative banks with the central money market of the country. 

In this, too, we may learn a lesson from the Federal Reserve 
system of the U.S.A., which helps agriculturists by providing 
special facilities to their co-operative marketing organisations and 
by including among ‘ eligible ’ paper (i.e., paper acceptable for 
discounting at the Federal Reserve banks) not only bills, notes 
and drafts secured by documents of sale or warehousing receipts, 
but also paper created for productive purposes by agriculturists. 

Before the introduction of the Federal Reserve system, 
American farmers used to raise credits from country banks for 
periods ranging from three to six months on condition that (as in 
India) the* loans were returned when the crops were harvested. 
Not infrequently, goods had therefore to be sold in a congested 
market. This defect was rectified by the Federal Reserve system, 
which provides for the granting of credits for six and nine months 
and thus enables them to market their goods in an orderly manner. 
Co-operative marketing associations have been given special 
privileges in the matter. According to the amendment of 1923, 
these associations are authorized to issue paper, which is eligible 
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lor discount, with maturities up to nine months if the money is 
advanced to members for an agricultural purpose, or if it is used 
to pay members for farm produce delivered, or to finance the 
association in packing, grading, preparing for market or in market¬ 
ing, products grown by its members. 

The rediscounting of notes and drafts created for productive 
purposes is a special feature of the American system. The 
approved purposes include raising crops, purchasing implements 
and breeding animals. The usual period is six months, but in 
order to suit the needs of cattle-breeders, longer maturities* have 
been granted for what is termed * intermediate ? paper which runs 
from six months to three years. Thus the Federal Reserve banks 
have become the sheet-anchor of agricultural finance by providing 
not only for short-term purposes but for intermediate credits so 
essential for cattle-breeders and for those who need expensive 
implements for cultivation purposes. 

If in an industrial country like the United States, rediscount 
banking has been so warped as to be specially serviceable to 
farmers, what shall we say of India whose people depend so 
predominantly on agriculture?, But, we have to take account of 
the fact that there is great difference between an American farmer 
and an Indian ryot in credit-worthiness, and this is not merely 
due to the disparity in the size of their holdings. Unlike the 
American farmer, the Indian ryot borrows much for unproductive 
purposes, is prepared to spend the earnings of a whole lifetime for 
u day’s wedding feast, and keeps no regular account of his income 
and expenditure. The risks of crop failures are also much greater 
in a country like India. This makes it difficult for the Reserve 
Hank to become serviceable to the ordinary ryot, but the difficulty 
is nob insuperable. What the ryot lacks as an individual the co¬ 
operative society could supply him. As member of a co-operative 
society, he must he in a position to raise produce loans and loans 
for cultivation and other productive purposes. The ordinary ryot 
may not be able to obtain produce loans from the joint-stock 
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banks, they being geneidliy located in the larger towns; but the 
co-operative sale society of which he is a member may provide .him 
with warehousing facilities and enable him to obtain marketing 
credits by the creation of suitable paper which will be rediscounts 
able with the Reserve Bank or its branches. The lack of co¬ 
operative sale societies and proper warehouses within easy reach 
of the ryot now prevents such business being put through; and 
special assistance is needed from Government for filling this gap. 

There is no reason why discounting facilities should be restrict¬ 
ed to paper which is supported by instruments of title to goods 
already produced; agricultural paper may be created for. a 
productive purpose provided the loan is properly secured. In the 
case of co-operative paper, it must bear the signature, not only 
of the borrower, but also of the primary society of which he is a 
member and of the financing central bank. Such three-name 
paper is now accepted for rediscounting, not only from the 
capitalist farmers of U.8.A., but from the peasant farmers of 
France; the ( '<rixse& Ifeptonoles (District Banks) and Cat uses Locales 
(village banks) of France carry on a larger amount of short¬ 
term business in this line. The currency of the loan should be 
from six to nine months, so that the borrower may have time 
enough to market his produce in a profitable manner. Thus the 
co-operative system might be linked up to the general money 
market of the country and the Reserve Bank may be enabled to 
cater for the needs of the smallest agriculturist. Nor is this an 
innovation, seeing that, in the Madias Presidency at any rate, 
the Imperial Bank had allowed the co-operative banks an overdraft 
account of a substantial amount on the strength of co-operative 
paper; and the recent partial withdrawal of this privilege was 
not due to its having worked badly. 

In order to enable the co-operative banks to take upon them¬ 
selves such a responsibility, it is necessary to tighten up their 
business methods. The deep-rooted habit of borrowing for un¬ 
productive purposes, the mounting up of overdues, the moribund 


6 



266 


P. J. THOMAS 


condition of several of the primaries, the popular view which Hooks 
upoh co-operative societies as agencies for borrowing—all these are 
serious impediments in the way of making agricultural paper 
rediscountable with the .Reserve Bank. These muBt be counter¬ 
acted by a careful reorganisation of the methods of advancing and 
recovering loans. The village sowcar, who knows intimately the 
conditions of the ryot, seldom lends without a hypothecation of 
crops (it may be verbal), and he gets himself repaid on the thresh¬ 
ing floor. This is what the sowcar has learnt by experience, and 
there is every reason why we should utilize his experience in this 
matter. The sowcar may be utilizing such experience for self- 
interest, but the co-operative society must employ the same for 
the good of the ryot. If loans are to be properly and punctually 
repaid they should only be granted for productive purposes and 
he granted on condition that the borrower’s produce is ware¬ 
housed and marketed for him by the co-operative sale society. 
This supposes the existence of a sufficient number of godowns at 
all convenient centres and properly managed sale societies to 
market the produce so warehoused. The risks of crop failures 
must be reduced by irrigation, and crop insurance, and the ryot 
must be encouraged to adopt improved methods of tillage and to 
keep regular farm accounts. It may be noted that the ftnglfafi 
Agricultural Credits Act of 1!)528 insists on the loan being a charge 
on the crops or other property hypothecated and the borrower is 
prevented from disposing of such property as he pleases. 

There is no reason why some such facilities should not be 
given directly to substantial landowners and fanners who carry 
on cultivation scientifically, provided the same precaution, is taken 
in regard to them and provided also that the paper is endorsed by 
recognized banks or bankers; but it will be many decades before 
the rank and file of Indian cultivators will deserve such treatment. 

(5) 

The one conclusion emerging from, the above survey is 
that the Bure remedy for high interest rates and other evils 
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of our financial machinery is the establishment of a Reserve 
Bank, which will facilitate the growth of a rediscounting system 
of banking, control currency and credit alike, and 
hold the reserves of other banks as well as of Government. Such 
a bank could expand credits or contract them according to the 
needs of the country. Fostered by such a central institution, 
banking facilities will increase not only in towns but in the 
country side and the present disparity between bank rate and the 
market rates will disappear and money will be available for all 
reasonable purposes by reliable borrowers at reasonable rates 
of interest. 

Tt may perhaps be said lhal the development envisaged in this 
paper is premature for India, but when one remembers that dis¬ 
count-banking was unpopular in most countries till a few years 
ago, that even in II.S.A., till 1914, country bankers handled only 
one-name promissory notes, and regarded rediscounting as ‘ a sign 
of weakness and a flag of (listless/ one may agree that Tnrlia, in 
spite of all her defects, is not altogether unprepared for this re¬ 
form. Our indigenous bankers have long handled such business, 
although in a crude manner. For the rest we have the assurance of 
so high an authority as Sir Henry Strakoeh that without any very 
material changes, the great majority of Indian Hundis could be 
made eligible for rediscounting at a central bank, and that the 
Indian shroffs are already ‘ a most valuable nucleus for the 
establishment of a real money market in India/ and that with the 
establishment of a central bank, sheer self-interest will impel the 
existing banks and bankers of the country to adapt themselves to 
the needs of the new banking system and co-operate for the 
mobilization of the financial resources of the country. If such a 
practical financier as Sir Henry could confess to an “ incorrigible 
optimism as regards the possibility of India adapting herself to a 
modem Central Banking System,” I cannot see how 7 the more 
enthusiastic and less experienced among us could resist the tempta¬ 
tion, Flormt , 
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Ever since the publication of the Report of the Industrial 
Commission, there has been a growing* demand in India for indus¬ 
trial banks on German and Japanese models but it is not realised 
that institutions doing industrial banking in these two countries 
are somewhat different in their scope and functions. Are the 
present conditions in India really suitable tor the establishment of 
special banks confining themselves exc lusively to industrial finance 
oj of institutions doing commercial as well as industrial banking? 
l)o we require industrial banks for large or small industries or 
for both classes of industries, for long-term as well as short-term 
advances or only for the former? What, again, should be the form 
and constitution of these banks? All these details have not yet 
been threshed out. 

industries in India may be divided into iwo broad classes: 
(a) cottage industries, and (b) organised industries. The former 
employ little fixed capital. Their financial requirements are most¬ 
ly for short terms and may be best met by co-operative banks but 
where such organisation is not possible, the Director of Industries 
should, as suggested in the Report of the Industrial Commission, 
grant small loans and supply tools and plants on the hire-purchase 
system. These industries are so small as to lie outside the scope 
of commercial or industrial banks. 

We shall confine ourselves to organised industries. They 
need both short-term and long-term funds* The former are re¬ 
quired for meeting current expenses like the payment of wages 
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and the purchase of raw materials and the latter for more per¬ 
manent expenditure like the construction of factory and the pur¬ 
chase of machinery. 

How far is the need for short-term funds met at present by 
the existing 1 banks? Some of the small industrialists complained 
before the Provincial Hanking Enquiry Committee in Bengal (and 
the complaint is by no means confined to the industrialists of the 
province) that the existing commercial banks were unwilling to 
advance oven short-term funds to them, either against block or 
against produce. 

The chief reason why advance against block is refused is that 
such assets are not liquid. From the banker’s point of view, even 
advance against produce has its difficulties. If the commodity 
against which advance is required, has a limited market or the 
demand for it is seasonal in character or it is liable to great fluc¬ 
tuations in prices or to rapid deterioration of quality, it will be 
difficult tor banks to grant even short-term loans against such 
assets. Moreover, modern banking facilities can hardly he ex¬ 
pected without modern methods of business. Some of the pro¬ 
prietors or managers of small factories in India have such an in¬ 
formal way of doing business that commercial banks naturalh 
hesitate to make even short-term advances to such concerns. 

When these difficulties do not exist (and the starting of indus¬ 
trial banks would not remove them), the industries in India should 
not experience any difficulty in obtaining short-term funds against 
produce, frArn the existing banks. Such advances may be further 
facilitated by the establishment of licensed warehouses and the 
use of warehouse receipts as securities for loans. Some of the 
Indian industrialists however complain that they find it difficult 
to satisfy the Imperial Bank and other banks whose superior staff 
is mainly European, as to the soundness of their financial position. 
The real remedy for this is the Indianisation of the staff of the 
existing commercial banks or the starting of such banks by the 
Indians, 
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One well-known Indian economist has recently observed that 
while there is no difficulty in obtaining from commercial banks 
current finance for industries in times of prosperity, complications 
arise during periods of depression. On such occasions, the banks’ 
refusal to renew overdrafts may lead to the failure of industrial 
concerns. This argument was also advanced before the Indian 
Tariff Board on Cotton Textile Industry Enquiry. But this is only 
an argument for spreading risks with investments in different 
classes of securities. It is true that there may be depression in a 
particular industry. But this need not lead to the recall of all 
temporary loans by banks to such industry, for safeguarding their 
short-term liabilities. If the banks employ their resources in 
different directions, depression in one indxistry would not affect 
them so much that they would refuse all fresh loans to the indus¬ 
try. Even if the depression affects all the leading industries, the 
only result will be a relative rise in the rate for temporary loans 
and a higher margin for advances. There will be the same result 
even if such loans are advanced by industrial banks. 

It appears that the difficulty of Indian industrialists as regards 
short-term finance is partly due to their inability to raise sufficient 
capital at the initial stage. Their scanty capital is often invested 
in machinery and buildings, leaving little fluid capital available 
for current expenses. The real remedy for this is the increase of 
long-term capital to industries. 

This may be done in different ways. An organisation may be¬ 
set up for the investigation of industrial propositions and for the 
marketing of industrial securities, giving some sort of guarantee 
that the securities purchased by the public, would have a fair 
chance of paying a good dividend or an institution may be started 
for granting long-term advances to industrialists out of its own 
share capital or of any other kind of long-term fund raised by it, 
or both the methods may be combined in the same institution* 

In England, the first method has been followed in the past, 
though rather sparingly but the repent tendency is towards greater 
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use being made of it. The relation of English commercial banks 
to industry is even now confined to providing* circulating capital, 
leaving to the investor the provision of fixed capital for industries. 
The rapid progress of British industries in the past and large 
profits available for reinvestment in industries made any special 
organisation dealing in industrial securities more or less unneces¬ 
sary. But even in England, investment banks have arisen which 
take part in the marketing of industrial securities. The great 
Issue Houses do some work of this kind, though they are more 
interested in the issue of foreign loans. A number of minor finan¬ 
cial houses in England deal also in industrial securities, both home 
and foreign. 

In recent years even the English commercial banks have aban¬ 
doned their old attitude of aloofness. In November, 1929, there 
was registered a subsidiary of the Bank of England called the 
Securities Management Trust. In April, 1930, a further step was 
taken. A new company called the Bankers’ Industrial Develop¬ 
ment Company was registered, with its share capital subscribed 
by all important English banks and issuing houses and the Secu¬ 
rities Management Trust. The new company will not itself grant 
loans to industries but it will certify approved schemes of indus¬ 
trial reorganisation so that the necessary capital will become 
available to industries through existing channels. 

In Germany, on the other hand, there is no such segregation 
of commercial and investment banking. The great joint stock 
banks there (Gross banken) first arose as investment banks. They 
attracted very little deposits at the time. Thus in 1867, the work¬ 
ing fund of the then existing 14 joint stock banks in Germany 
was 296 million marks, “ of which not less than 205 millions were 
represented by shareholders’ money.” By the early ’nineties 
when after numerous bankruptcies among the private banks, de¬ 
posits began to flow to joint stock banks in Germany, they acquir¬ 
ed their distinctive features of mixed banking and became also 
banks of deposit. But right up to the Great War, the German 
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banks worked with a, much larger proportion of capital and reserves 
to their liabilities than is the ease today. Their long-term invest¬ 
ments in industries are now much smaller than in the past. They 
are developing along the lines of English deposit banks but they 
still continue their issue business and active influence on industry. 

The mechanism of Merman industrial banking is also peculiar. 
The majority of German firms are financed, not by a single bank 
but by a banking syndicate, consisting generally “ of one or more 
D-banks and a number of private or provincial banks. All issue 
business is carried out by the syndicate and it also plays an im¬ 
portant part in credit business. M The chief members of the syn¬ 
dicate are represented on the board of directors of the industrial 
concerns. It is simply a supervisory board without any executive 
functions. It may be noted here that Grosshanken are intended 
for the financing of large industries. They combine all kinds of 
financial business with the sole exception of mortgage credit tran¬ 
sactions. 1 They have done little for the small manufacturers of 
Germany. 

It is not possible to discuss in this short paper the role of 
banks in the industrial finance of different countries. In most of 
the continental countries, the joint stock banks still continue to 
be the middlemen between investors and industries, along with 
their functions as commercial banks. Even in the U.K.A., State 
Hanks have during recent years tended to develop investment bank¬ 
ing while many trust companies have developed commercial bank¬ 
ing functions along with those of investment banks. The Me- 
Fadden Act of 1927 has broadened also the investment functions 
of the national banks of the TT.S.A. 

Though banks in India have practically the name,feature* as 
the commercial banks in England, the English method for long¬ 
term investment in industries is not possible in India at the present 

1 Jfor this special class of business, there are joint-stock mortgage banks 
(tf ypothekenbanken) in Germany which lend money on mortgages on real property* 
chiefly urban lands and buildings. 



INDUSTRIAL BANKING IN INDIA 


293 


time. Both the technique and the organisation for such invest¬ 
ment are practically absent in this country. Unlike England, in¬ 
dustrial debentures not carrying guarantee of interest by 
government or semi-government institutions, have not been suffi¬ 
ciently popularised in India. Agencies for the marketing of in¬ 
dustrial securities like the English issue houses and finance com¬ 
panies are also wanting. Stock Exchanges in India are few in 
number and they confine their activities chiefly to government 
and semi-government securities and to a very limited number of 
industrial shares. Institutions like investment trusts to relieve 
the small investor of a part of his risks, are also absent. There is 
little likelihood that all tliebc institutions for investment banking 
will develop in India in the near future. 

At present the work of marketing industrial securities in India 
is carried on mainly by the company promoter in whose methods 
of business the public have little confidence. Some of the suc¬ 
cessful firms of managing agents in India arrange or themselves 
provide the finance required for the industries under their manage¬ 
ment. Thus Messrs. Martin & Co. are the financial agents of 
13 Indian tea gardens in Bengal. Advances are made by the firm 
out of their own funds against mortgage of gardens, buildings and 
machinery in the case of new concerns and against hypothecation 
of crops in established gardens. But the number of agency firms 
which finance industries, is very limited. The tendency of the 
majority of managing agency firms is to develop commerce rather 
than industry. Some of the firms of recent origin, do not also 
command sufficient credit to render any financial assistance to the 
industries under their management. 

Is the German method of long-term industrial finance suitable 
for India? Dr. Gilbert Slater in his note before the External 
Capital Committee suggested the development of Indian joint-stock 
banking by the adoption of methods similar to those employed in 
Germany by the D-Banks. But the methods of the D-banks can 
hardly be adapted to Indian conditions. The existing banks in 

F, 7 



m 


Oft. I. C. S1NHA 


India are quite limited in number and there are few banks in 
the mofussil to form any syndicate with the banks at the chief 
ports. The tradition of active participation in industry and of 
the interlocking of directorates is also absent in the case of the 
existing banks in India. Even it were possible to convert these 
banks into Indian Grossbanken or to start new banks on these 
lines, they could meet the needs only of those large industries 
which have issued shares or debentures, by marketing thee© secu¬ 
rities. But the great bulk of organised industries in India is 
small in size and has attracted little share capital. Some of them 
are owned by private proprietors and have no share capital at all. 
The most suitable form of financial assistance to such concerns is 
long-term loans against the mortgage of fixed assets. In other 
words, the chief function of the industrial bank in India, in the 
present state of our industrial development, will be mortgage 
banking and not issue business. 

The best course for us will therefore be to start an institution, 
mainly on the lines of the Industrial Bank of Japan which com¬ 
bines some of the functions of German Grossbanken with those of 
industrial mortgage banks. The chief features of this bank are 
that it is a joint-stock concern with a fairly high paid-up capital 
but it relies for its working funds mainly on the issue of deben¬ 
tures up to ten times its paid-up capital. With a view to attract 
small investors, the minimum denomination of debentures has been 
fixed only at 20 yen. The bank is allowed to carry on commercial 
banking. It receives deposits and discounts bills of exchange. 
But its chief business consists of loans on mortgage. It grants 
call loans or loans for a fixed term on the security of sites and 
buildings belonging to factories, the maximum period for the loan 
being five years, except in cases of special necessity. It sponsors 
and underwrites new issues of industrial shares as well as public 
loans. It received from the Government the guarantee of a divi¬ 
dend of 5 per cent during the first five years of its work but it is 
still under the supervision of the Minister of Finance. The 
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Government has on more than one occasion come to its special 
aid. Thus, in 1913, the bank incurred heavy losses owing to the 
depreciation of securities owned by it and to outstanding loans to 
some gold mines. The Government came to its assistance by 
means of a loan of £1,350,000 at a cheap rate arranged through 
the Bank of Japan and the Yokohama Specie Bank. The Presi¬ 
dent and Vice-President of the Industrial Bank are nominated by 
the Government from among shareholders possessing at least 200 
shares. 

The Indian institution should be a joint stock company with 
share capital but the bulk of its working funds should be provided 
for by the issue of debentures, as in Japan. It should have a 
number of branches in .different industrial centres with its head 
office located either in Bombay or in Calcutta. It should not con¬ 
fine its activity within a single province but should be an all- 
India organisation, mainly with a view to wider distribution of 
risks and to provide a central agency for the issue of its own 
debentures and of industrial securities sponsored by it. It may 
be noted here that the Industrial Bank of Japan with its head 
office at Tokyo, has branches at Osaka, Kobe and Nagoya in 
Japan and at Peking in China. It “ has also correspondents in 
important places throughout Japan, including Korea and Formosa, 
and has established connections with banks operating in China, 
England, France and America.” 

The industrial bank in India should be allowed to carry on 
all the chief items of business at present carried on by the Japanese 
institution. But some writers in India object to industrial and 
commercial! banking being carried on by the same institution. The 
success of the German GrossbanJc&n and of the Industrial Bank 
of Japan however shows that there is no danger in such mixed 
banking if short-term funds are not used to finance long-term in¬ 
vestments. On the other hand, if commercial and industrial bank¬ 
ing are carried on in two separate departments of the same bank, 
there will be some positive advantages, firstly there will be wider 
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distribution of risks and secondly, a reduction in the cost of manage¬ 
ment. Regarding the issue business, the industrial bank in India 
should not sponsor or underwrite ail industrial issues but only the 
shares of those concerns which have a reasonable chance of suc¬ 
cess. They must have natural advantages, command expert man¬ 
agement and follow up-to-date methods of work. It may be noted 
here that German banks confine their underwriting and issue busi¬ 
ness .only to first class securities. Following the examples of 
German Gfosshanhen and of the Industrial Bank of Japan, the 
Indian bank may also tap foreign capital markets with a view to 
finance Indian industries, though the immediate prospect of 
attracting capital from abroad does not appear to be bright. 

Would the bank be able to raise sufficient capital in India 
without state aid P The Madras Banking Enquiry Committee write 
that “ if the public is unwilling to subscribe to the share capital 
of companies direct, there does not seem any great reason to hope 
that they will subscribe much to the capital of banks which will 
lend to those industrial concerns.” If this is true, the industrial 
bank will not be able to function unless it is financed by the 
State. But the argument is not free from defects. All the Indian 
industries suffering from lack of capital are not financially un¬ 
sound, The difficulty of raising capital in the case of some of 
them is mainly due to their inability to reach a wider class of 
investors through an expert organisation. The industrial bank 
would not incur any great risk in lending to such concerns. 
Again, an all-India organisation like the proposed bank will be 
able to distribute risks of investment on a much wider basis than 
is possible for a’single undertaking. Investors who may hesitate 
to purchase the shares of an industrial concern, may be quite 
willing to buy the shares of the proposed bank. The guarantee 
of a minimum dividend on the shares of the bank, even for a 
limited period, is therefore unnecessary. On the other hand, such 
a guarantee may lead to undesirable results. The shareholders, 
through their Directors, might make reckless investments if they 
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were assured a guaranteed rate of interest. But the case of de¬ 
benture-holders is quite different. They are cautious investors, 
expecting a steady yield on their bonds. A sinking fund should 
be set up for the redemption of the debentures and it should be 
freely utilised in order that they may maintain a stable value. On 
the managing boaid of the bank, there should be a few trustees 
elected by the debenture-holders to safeguard their interests. 
State guarantee of a minimum rate of dividend for a limited period, 
appears also to bo necessary in the case of debentures. 

The question of State assistance naturally brings in the ques¬ 
tion of State control. So long as the State accepts responsibility 
for a minimum dividend on the bonds, it should have some of its 
nominees (they need not necessarily be government servants) asso¬ 
ciated with the management of the bank. 

What should be the extent of financial assistance to be ren¬ 
dered by the bank to Indian industries? It will supply their 
financial requirements both for short and long periods, though 
with regard to the former, it will only supplement what is already 
being provided for by the existing commercial banks. With re¬ 
gard to long-term loans, it should he noted that depreciation is 
a more important factor in the case of machinery and factory 
buildings than in the case of agricultural land. Long-term indus¬ 
trial loans should not generally be given for a longer period than 
five years, though in agriculture such loans are granted even for 
fifty years. It cannot ho too often emphasised that the industrial 
bank cannot find money permanently for capital expenditure in 
industries. Its main function, in whatever form it is exercised, 
is to act as an intermediary between the permanent investor and 
industry, supplying not only short-term deficiencies of capital but 
also those extending over a period of time. 

Lastly, it may be noted that financial difficulty is not always 
the only or the main difficulty of Indian industries. The lack of 
finance in not a few cases, is the direct result of deficiency in 
business experience, want of technical knowledge and similar 
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causes. In such cases, the provision of finance will merely add 
to the losses unless the industrial concerns are efficiently organis* 
ed and managed. But the help rendered by the industrial bank 
must necessarily be connected with finance. It can hardly be 
expected to give technical assistance nor can it undertake the task 
of industrial reorganisation and management. Those who regard 
the industrial bank as a panacea of all our industrial difficulties, 
should bear in mind the following remarks of Biesser, the great 
champion of German G^ossbanken: 

“ It was not the banks that brought about the industrializa¬ 
tion of Germany Init certain elementary economic causes working 
with irresistible force.” 
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Lecturer, Calcutta University. 

In the course of his address before the Annual Meeting of 
the Midland Bank, in January, 1930, Mr. Reginald McKenna gave 
the following description of English banking at the time of the 
passing of the Bank Charter Act of 1844. A list of banks then 
operating in England and Wales contained well over 400 separate 
institutions, with only about 600 branches. As three-quarters of 
these were private banks, no statistics about them are available. 
Even with regard to joint stock banks, only meagre details may 
be obtained. Mr. McKenna has however examined the available 
records of the institutions absorbed by his own bank, and has 
pointed out that leaving out the London Joint Stock Bank, which 
was a metropolitan institution, the largest paid-up capital was 
£200,000, while the highest individual total of deposits was 
£750,000. As the companies absorbed by the Midland Bank form 
a fair sample of the whole list of banks in operation at the time, 
it is easy to see that banks were then both small and strictly loca¬ 
lised. The result of this weak organisation is apparent from the 
heavy lint of bank failures. Sir Robert Peel reported to the House 
of Commons in 1844 that as many as 82 private banks had failed 
in the five years to 1843, that 46 of these had paid no dividend 
at all to their creditors, and that only 5 had paid a dividend of 
more than ten shillings in the pound. 

Mofussil banking in Bengal today is comparable to English 
banking about 1844. There are about a thousand small joint-stock 
banks in Bengal, often called loan offices, practically without 
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any branches. Tbeir paid-tip capitals axe meagre in the extreme, 
although a few well-established concerns have attracted substan- 
tial deposits. But failures are surprisingly few. Wherein lies* 
the strength of these small, scattered and incohesivei institutions? 
What are the dangers lying ahead? 11 ow can they be guarded 
against? These questions should engage the serious attention of 
all, who are interested in the economic development of Bengal. 

The early history of these institutions is lost in obscurity. 
Recently, some light has been thrown on the subject by Dr. J. 0. 
Sinha’s paper on “ Land Mortgage Banking ” published in the 
Bankers’ Magazine for February, 1929’. There is an interesting 
description of one of the earliest companies, viz., the Jessore loan 
Co., established in 187(1, which is typical of the rest. The articles 
of association are very interesting. A few clauses are reproduced 
below: 

“ For the examination of the accounts and preparation of the 
balance-sheet, the Secretary and the Managing Director may stop 
the business of the Company for ten days before the appointed 
general meeting. 

“ A Remark Register shall 4 be kept at the registered office 
of the Company in which shareholders and directors are to note 
their suggestions about the working of the Company and the 
Managing Director and the Secretary write their remark. The 
Register shall be produced at every meeting of the directors and 
the shareholders. 

“ A fee ranging from 2 annas to Rs. 5 is prescribed for writ¬ 
ing out loan papers and supplying copies.* 

“ Interest shall be paid at 8 annas per mensem 1 on fixed de¬ 
posits repayable at one year’s notice and at 5 annas on short de¬ 
posits repayable at seven clays’ notice. Such interest shall be paid 
every four months, viz., in August, December, and April. No 

1 This works out to 6 per cent per annum and was reduced to 5} per cent 
by the general meeting he}d on February 21, 1904, 
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interest shall he paid for seven days on each occasion, which will 

be required for the calculation of the interest due. 

“ The fallowing regulations are prescribed for the issue of 
loans: 


Against 

Up to an amount 
not exceeding 
the following 
percentage of 
the value of the 
security 

Rate of interest 
per cent per 
mensem 

! 

Gold, Silver and Jewellery ... 

25 to 333 

10 to 12 annas 

Deposits with the company 

85 

>» 

Shares of the company ... ! 

i 

90 

>> 

Government promissory notes 

80 


Real property (value at not 
more than 15 times the 
annual yield) 

50 

10 annas to 1 rupee 

Personal security 

... 

12 annas to 1 rupee” 


It is surprising that ihe Company held out that it was pre¬ 
pared to grant loans against time deposits, thus reducing them 
virtually to the status of demand deposits. It is still more curi¬ 
ous that the Company’s own shares were regarded as a better 
security than even Government paper. Unfortunately such anti¬ 
quated banking practices continue even today. Book-keeping and 
audit are still unsatisfactory. Sufficient care is not taken to build 
up a substantial reserve fund. Adequate liquid resources are not 
maintained. At the present time some of the small loan offices 
in the mofussil are so hard pressed for money that quite high 
interests are being offered for short-term deposits. 

Against these and other defects must be mentioned a pecu¬ 
liarly gratifying feature, viz., economy of management. Expenses 
are incredibly low even for big offices. Land mortgage loans form 
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the bulk of the business, but not much expense is necessary for 
ascertaining the value of the properties and verifying the rights 
of the owners, as the directors are generally lawyers having an 
intimate and detailed knowledge about the borrowers, who are 
mostly their clients. These directors are men of considerable local 
influence and command the* confidence ol local depositors, special* 
ly in the case of old well-established concerns. Thus Bengal 
Loan, Offices may be compared to English private banks before 
the Bank Charter Act, both as regards weakness and strength. 
Probably the elements of strength are greater than the elements 
of weakness in the case of loan offices. Eor one thing, they have 
no note-issue like English private banks. But their time-deposits 
are in many cases demand deposits and their funds are locked up 
in land mortgages,—often in land itself acquired from the mort¬ 
gagor in satisfaction of loans, but not disposed of. 

JNor can a bank in temi>orary difficulty obtain assistance from 
a neighbouring institution to tide over a crisis. There is too much 
of rivalry and jealousy. Cases are known where the same borrow¬ 
er has been successful in getting loans from three separate offices 
against personal security, his property justifying only one such 
loan. In some areas, where there have been set up more loan 
offices than are necessary, following the establishment of some 
successful big offices, there is an actual touting for deposits. 
These evils have been pointed out by the Bengal Bankers’ Fede¬ 
ration, the Association for Bengal loan offices, ‘but the remedy 
suggested has not yet been adopted. The plan put forward is to 
set up a Central Bank, called the Bengal Federal Bank, partly 
with the help of preference shares and partly with the help of 
ordinary shares, the latter to be contributed by the loan offices 
alone. Only a small proportion of the ordinary share capital is to 
be called up, the reserve liability proving an invaluable asset of 
the Federal Bank. Against this ample security it will be possible 
to float preference shares at a moderate rate of interest. The 
money thus obtained is to be lent to the loan offices to finance 
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their lock-up advances. At the same time, a determined attempt 
is to be made by them to open up avenues of short-term business 
by enlisting the sympathy of local traders and merchants,—the 
Aratdars (warehouse-keepers) and Beparis (wholesalers) and 
others, inducing them to employ modern commercial practices and 
instruments and offering better terms than indigenous bankers, 
on whom mostly they have to depend at present as a consequence 
of their informal and antiquated business methods. There is a 
sufficient scope for the employment of resources of all the Bengal 
Loan Offices in the orderly marketing of the two chief crops of 
Bengal, rice and jute, and the financing of the trade in cotton 
pieeegoods and similar articles consumed in the mofussil. If the 
loan offices thus play their part in the movement of crops to the 
port and of manufactured commodities from the port, a strong 
nexus will be set up between Calcutta and mofussil. The present 
anomaly of tight money in Calcutta and easy money up-country 
and vice versa will be abolished. 

Unfortunately, however, the loan offices do not seem to rea¬ 
lise tin*' supreme importance of establishing a central institution, 
which will bring alwmt greater cohesion among all and impart 
strength to the whole system. Tt is commonly supposed that if a 
bank maintains a sufficiently high proportion of cash to liability, 
it may regard itself ns perfectly safe. But it should l>e remember¬ 
ed that during the critical days of July—August, 1914, English 
banks did not augment the cash on hand by drawing upon the Bank 
of England; on the contrary, they increased their balances with 
the bank—a fact evident from the considerable addition to the 
volume of “ Other Deposits ” in the balance-sheet of the Bank of 
England at the time. What they did was to “ put the market in¬ 
to the Bank,” that is to say, they realised their money at call 
and short notice and allowed short bills of a few days' currency to 
“ run off,” compelling the parties so long financed by them to 
get accommodation from the Bank of England. It is clear, there¬ 
fore, that with a strong central bank in operation, even an acute 
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crisis does not require any increased cash resources on the part of 
individual banks, which are able to pass practically the entire 
burden on to the central bank. 

It is equally clear that the veneration paid to the cash position 
by the banking laws of many foreign countries is largely undeserv¬ 
ed. This, however, is not recognised in Bengal. Many witnesses 
before the Banking Committee have proposed a statutory cash 
percentage. Similarly, there seems to be a disposition to over¬ 
estimate the importance of reserve funds. It is overlooked that 
the ample reserve fund of the Alliance Bank of Simla, exceeding 
the paid-up capital by as much as fifty per cent, could not avert 
its failure. Nor can it be said that the deposits were out of ali 
proportion to the paid-up capital plus the reserve fund. For, be¬ 
fore the War and prior to the series of advances to Messrs. Boulton 
Bros., which proved ultimately unrealisable, this proportion was 
about 12 and therefore well within the limit of 10 to 15 found 
in the case of English banks. The fact is that well-established 
banks rely more on hidden reserves than on published reserve funds, 
any diminution in which will be naturally interpreted as an extra¬ 
ordinary loss. Thus investments* and bank premises are shown at 
bolow market values on the assets side and more than enough 
provision for doubtful debts and contingent liabilities is made in 
the item “ Other Accounts ” on the liabilities side. 

In fact, it is not so much in legislative regulation as in effi¬ 
ciency, integrity and economy in management that: depositors must 
look for their real safety. For ensuring this, some have suggest¬ 
ed that depositors should elect a few directors in order to protect 
their interests. This is contrary to all banking practice. The 
analogy of the Imperial Bank of India having directors appointed 
by Government to safeguard substantial Government deposits can¬ 
not hold good, for a central bank, even of a somewhat halting 
nature, like the Imperial Bank must be carefully distinguished 
from an ordinary profit-making institution, whose chief aim is the 
payment of the highest dividends compatible with safety. With 
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directors elected partly by shareholders and partly by depositors, 
there will be divided responsibility and all the evils of “ dyarchy n 
must ensue. 

Oan nothing then be done to check the present admitted evils? 
There are two possible lines of reform. One is that the good old 
doctrine of caveat employ should have full play. A depositor, 
who for the sake of a higher rate of interest, chooses a bank, 
w r hich he knows to be in a precarious position, cannot and should 
not be protected. But for achieving this purpose, the true posi¬ 
tion of banks should be made known as far as possible. The 
balance-sheet at present prescribed is not suflieiently detailed. 
The securities against loans should be classified as also the invest¬ 
ments, showing what proportion of the funds is locked up in 
zamindary and other businesses undertaken by some loan offices 
following the practice of indigenous bankers. The reserve fund 
should not bo unduly inflated, as at present, by including such 
items as depreciation on investments and provision for had and 
doubtful debts. If these details are required by law, an auditor 
cannot give any offence to directors by appearing to be too in¬ 
quisitive. At present he cannot discharge his functions in the 
same manner with adequate independence for he may not like to 
run the risk of not being re-appointed. When he feels that he 
must point out the defects to the shareholders, the situation may 
be irretrievably bad. 

Another line of reform lies in centralisation. If the time is 
not yet ripe for the Bengal Federal Bank, amalgamation, or fail¬ 
ing that* co-ordination of the activities of neighbouring banks 
should be carried out at the earliest opportunity. The strength 
of the vrhole banking chain cannot he greater than that of each 
individual link. Thus when a new bank, possibly small and in¬ 
efficient, fails, there is bound to be some loss of confidence among 
depositors even of well-established concerns. For it should not be 
overlooked that depositors now are not all local and the directors 
cannot rely on their pergonal influence in the same way as before. 
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If Bengal loan offices do not take the initiative in amalgamating, 
they should he made to do so, either by prescribing a minimum 
paid-up capital or in other ways. This may involve some tempo¬ 
rary hardships, but if a comparison is made between the English 
banking system today with the same system before the amalgama¬ 
tions, no sacrifice can be regarded as too great. 



CREDIT AND RANKING PROBLEMS IN INDIA 
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SUMMARY 

The greatest banking problem is the manufacture of credit 
on a large scale and its maintenance! at the optimum level. For 
this, the proper organisation of the money-market is essential and 
it c annot be done, unless money gets its proper place in a civilised 
community. 

Banks in India should finance intellect and also the agricul¬ 
turists. The former should be done on the American model and 
the latter on the model of the Plunkett Association in the Irish 
Free State. 

The monetary problems that the agriculturists have to face* 
in this country are (a) Ancestral debts; (b) Current debts; (c) Ex¬ 
actions of the authorities; and (d) Expenditure on Conventional 
Necessaries. 

ljand Redemption Banks in conjunction with T^and Alienation 
Act can eradicate (a); Co-operative Societies can tackle (b); in¬ 
troduction of compulsory Primary Education can arrest the growth 
of (c) ; and the realisation of the fart that for some time to come 
allowance should be made for the inherent weakness in man will 
solve (d). 

As regards the problems affecting the middle class, particular¬ 
ly of those who are in business, steps should be taken to provide 
credit to them and to so manipulate the tariff in this country that 
they succeed in “ eating up the foreigners.” What this class 
needs imperatively is the type of banks which will make credit 
for them against landed property. 
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The Hundees serve the purpose satisfactorily. What is neces* 
sary is to bring Davshani and Miti Hundees in line with the Bills 
of Exchange. Here a change in law is suggested. 


The most important function of banks is to manufacture Credit 
on a large scale and to maintain the same at the optimum level. 
Luckily this problem is absent among the animals and is visible 
in a very negligible form among the barbarians. In fact credit 
and civilisation go hand in hand because without the rapid multi¬ 
plication of Credit, civilisation cannot exist. So we gain nothing 
by making a comparative study of life in the lower planes. Eor 
our purpose, a comparative study of the so-called advanced countries 
will be profitable. 

The Quasi-Advanced Countries. 

Civilisation presupposes leisure and leisure presupposes a cer¬ 
tain fund (which we might term the lieserve of the Nation) which 
can be manipulated and drawn upon in order to subsidise Intellect 
in a higher plane. 

What differentiates Life in an advanced country from life in 
a backward country is its complexity and higher pressure. To 
simplify life and lower the pressure, money in its widest sense is 
essential. That is why money has been termed the lubricant 
which keeps the wheels of Civilisation rotating at a tremendous 
pace wifhout much friction. 

How Money Simplifies Life. 

“ Everything has a cash value ” is a saying which is partially 
correct. But it must be borne in mind that the degree of correct¬ 
ness in the above is much greater than the degree of incorrect¬ 
ness. The highly civilised countries are drifting more and more 
towards the Cash Nexus. Even ethical values are being expressed 
in terms of money. So the possession of one measure of all values—* 
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the Almighty Dollar—obviously simplifies life to an extent un- 
pereeivable to the animals and the peoples in the jungle. 

How Money Reduces Pressure. 

Nine-tenths of the worries in civilised world today are directly 
or indirectly traceable to money. Had it not been for the excellent 
organisation of the money-market outside the Dark continents— 
Asia and Africa—the modern civilisation w T ould have collapsed 
long ago. Unless your money market is organised to its fullest 
capacity, you cannot sail in the same boat in which the other 
civilised countries are sailing. Civilised countries form a sort of 
federation. They sink or swim together. 

The Position of India. 

India had a civilisation of her own quite distinct from the 
civilisation of others. She evolved a very high type of civilisation 
which w r as quite distinct from the present-day European-cuin-Ame¬ 
rican civilisation. Money was given its proper place. It w r as 
never permitted to dominate man or to dethrone God. (I am not 
talking of the hotch-potch civilisation of today, but of the civili¬ 
sation that flourished in the Vcdic and the Epic periods.) Even 
today money is not such a soul-racking problem in the pover¬ 
ty-stricken India us it is in the highly rich countries of the West. 

We have switched ourselves to the Occidental Civilisation 
without organising our money-market as the Western countries 
have done. Therefore the first problem for India is to Revalue 
the Value of Money. Money must be made to dominate* man and 
to dethrone God. Unless we can do it, we shall be no match to 
the highly aggressive rich of the West w T ho pin their faith more 
on their cheque-books than on their religious doctrines. 

It is no use harping on the persistent chronic poverty (poverty 
raised to the n th degree) of this country. We shall study the 
conditions and suggest measures for improving them. 

F. 9 
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From the standpoint of banks two conditions are responsible 
far the growing poverty of this country. Banks neither finance 
intellect nor they finance the agriculturists. The Middle class 
which is an amalgam of the Intellect class and the Agriculturist 
class naturally finds itself between the Devil and the Deep Sea, 
Everywhere the Middle class is the main prop of the nation. Here 
in India it is a broken reed floundering in the deep sea. 

In order to have a correct view of the problems as they exist 
in this country, we should study them from the point of the In¬ 
tellect class and the Bottom class and leave out of consideration 
the Hyphen class (the middle class). Because the moment you 
improve the Intellect class and the Bottom class you automatically 
improve the status of the Hyphen class because it is this class 
which will reap the maximum advantage from any improvement 
in the other two classes. Unfortunately the Banking Enquiry 
Committee has studied the problems of the Hyphen class and the 
Bottom class from a visionary angle. They have completely left 
out of account the financing of the Intellect class which I consider 
the most important. I must confess here that I am discussing 
the Banking Enquiry Committee from the questionnaire they sub¬ 
mitted to the public. I have no hesitation in declaring that the 
long list of questions is “ too wooden, too iron, and too anti-dilu- 
vian ” and the public money and time ought not to have been 
wasted in devising ways and means with which a beginner in 
economics is ho fully conversant. For example, the great mistake 
of the Banking Enquiry Committee is its faith in legislation. It 
is bad because Law like a Police Constable can keep watch. [t 
cannot create anything. In popular slang, Law cannot deliver 
goods. How can it remedy the following: (a) the Ganth Kholai 
(charge for opening the purse); (b) the convention which forces 
the debtor to give something in kind like ghee, curd, vegetables, 
personal service, etc., while paying interest to the creditor? 

No Law can put an end to the above practices. In one form 
or another they would be exacted. What is necessary and what 
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tjhe Committee ought to have stressed is the real change of 
heart. Unfortunately this line of action has been left out of 
consideration. 

The Committee should have placed proper emphasis on the 
function of Banks to finance the Intellect class. 

Financing the Intellect Class. 

In the U.S.A. there are certain financial agencies which sub¬ 
sidise Brain. A man who has taken his legal, medical or any other 
degree and has shown very good results can easily secure finan¬ 
cial help provided he belongs to the “ go-getter ” type. If his 
character is good and lie is well-sponsored by any respectable man 
who takes no financial responsibility, money will he advanced to 
him or practice will be bought for him. He will be established in 
his line and, if he makes good, he shall liquidate the help in easy 
installments. In case he fails, the agency may put up with the 
loss or make him take out a Policy against the risk of failure 
prior to rendering him any financial aid. 

(The point here to emphasise is the desirability of co-ordi¬ 
nating the activities of the Insurance and the Banking Companies. 
This productive field has been permitted to lie fallow in India.) 

If the candidate is a technical man, capital easily flows in 
and he sets up a business and thus ultimately makes good. 

In short, attempts are made to develop and mobilise Intellect. 
In India, Intellect is developed and then is gracefully allowed to 
rot. 

No.attempt is made to utilise Brain for the betterment of the 
nation. The Government and the people are both responsible for 
this sad loss of highly trained intellect. It is so very sad to see a 
first class first M.A. (Math, or Arts) or M.Sc. (Science) or a highly 
trained specialist applying for a job of Its. 40 as a clerk in the 
Post Office. 

The function of the nation is not over after the Intellect is 
trained. The nation must provide agencies for the proper utili- 
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sation of Brain else it will deteriorate culturally. Truly it is 
said that Civilisation is a function of life and for life. 

Banks in conjunction with Insurance companies should take 
up this essential business. Unless it is done the fate of the nation 
is sealed. 

Financing the Bottom Class. 

The Bottom class is essentially formed of people who eke out 
their livelihood out of land. This class is perennially in debt and 
the causes responsible for this unfortunate state of affairs are: 
(1) uneconomic holdings due to fragmentation of land; (2) low- 
earning capacity; and (3) shortage of funds due to (a) Ancestral 
debts; (b) Current debts; (c) Exactions of the authorities; and 
(d) Expenditure on Conventional Necessaries. The Banking En¬ 
quiry Committee has tackled this complex problem from 90° angle— 
I would not call it a right angle. I call it a 90° angle because 
they have rightly focussed their attention on the financial handi¬ 
cap of the Bottom class which is the crux of the agricultural 
problem. One might term it the base of the (Agricultural) Credit 
Pyramid. 

The problem of uneconomic holdings can be solved by a change 
in the laws of succession and by passing a Land Alienation Act; 
earning capacity can be increased by rigorously enforcing com¬ 
pulsory Primary Education; and the question of agricultural in¬ 
debtedness should lie tackled from the following' standpoints: 

(a) For liquidating ancestral debts.—Land Redemption Banks 
(Mortgage is not a happy word as it carries unfortunate associa¬ 
tions with it) should be established. In theory, all land in India 
belongs to the State, a happy legacy of Pax Mogolia. Therefore, 
the State runs no risk in floating periodic loans with a view to 
redeem old debts. 

If the loan is placed in New York, the Government can easily 
raise the money at 5 per cent per annum. Money for redeeming 
land should not be given at a higher rate than 8 per cent. Those 
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who redeem their debts, and they would he many, will save a 
large part of interest. They shall have to give up their right 
of raising money on land in the future. Thus by a stroke of the 
pen the Government will destroy the Moloch which devours the agri¬ 
culturists in this country. (I have suggested above the floating of 
the loan but as a last recourse. The Government, if it likes, can 
make provision in their budget not by levying any new tax but 
by Eational Retrenchment, not of course on Inchcapian principles.) 

(b) Current Debts.—A farmer is forced to borrow money for 
raising the crop and keeping himself alive till the crop is turned 
into money. This part of the business can be easily tackled by 
Co-operative Societies. With varying success they do it but they 
have not been very successful. The defects in the constitution and 
the working of the societies are very serious and unless they are 
removed and brought in line with the famous Plunkett Organisa¬ 
tion in the Irish Free State they cannot do much good. 

The defects in the constitution of the Societies are:— 

(1) Their top-heavy expenditure in maintaining a Registrar 
(I.O.S. man generally and thus obviously out of touch with the 
soul-racking problems of the agriculturists) ; and (2) the subordi¬ 
nate staff which is generally inefficient and ill-paid. Naturally so 
many cases of embezzlement and fraud. 

The defects in the working of the Societies are:— 

(1) Their faith in Red-tapism thus leading to specialisation in 
passing “ the buck to and fro ” to quote Mr. Henry Ford; and 
(2) rigid movement of the Government machinery which grinds 
slow but. sure. 

Co-operative Societies should be worked on the lines of least 
interference from the Government. In connection with the cur¬ 
rent debts, I would also make two important suggestions: (i) es¬ 
tablishment of central granaries, and (ii) improvement in market¬ 
ing facilities. 

Expenditure on Conventional Necessaries does take away a 
large part from the meagre income of these people. This is due 
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to faith in ritualism. This should be discouraged by giving them 
Light but till it is completely destroyed a recognition of this fact 
will remove much of the friction which exists between the socie¬ 
ties and the villagers. (1 believe that much of the success of the 
village vmhnjan is due to the recognition of this fact. In order 
to oust him or to absorb him, the societies will do well if they fall 
in line with him for the time'being.) 

The above suggestions if given effect to will materially im¬ 
prove the financial status of both the Intellect class and the 
Bottom class and naturally the Hyphen class which draws from 
both will gain immensely. 

The middle class is either engaged in service or business or in 
professions. Those who eke out their livelihood out of business 
come within the purview of this article. 

The vital food for the growth of business is Credit and as has 
been said above the main business of manufacturing credit on a 
large scale is the function of the Banks. 

In fact the two important ideas underlying the development 
of industries are : (1) the proper availability of credit, and 

(2) the scientific manipulation of, tariff. The latter is the domain 
of the Government. Given the above two conditions even the 
Sahara will bloom out as an important industrial zone. 

India has no control over her own tariff and her indigenous 
banks only help in financing the internal trade. Machinery for 
financing international trade is extremely defective. Thus she is 
at the mercy of foreign banks which primarily work for the bene¬ 
fit of the group which dominates them. Even the purely Indian 
concern, the Imperial Bank of India, Ltd., has shown itself in¬ 
different to Indian interests. What wonder then that India lags 
behind P Therefore the prime necessity for the development of 
industries in India is the founding of Industrial Banks which, will 
finance right projects and of Banks which will manufacture Credit 
against immoveable property. 

It is unfortunate that Banks in India though willing to manur 
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facturo Credit against gilt-edged securities are averse to doing so 
against landed property—houses and villages. It is a known fact 
that Indians whenever they have surplus cash prefer investing it 
in landed property and not in shares. In times of need it is easy 
to raise money on shares and well-nigh impossible to raise the 
same on land though in most cases the security offered by the 
latter is much greater and much securer than the former. 

The only way to raise money on immoveable property is to go 
to a maha}an who charges exorbitant rates as he makes no difference 
between productive and unproductive loans. For the proper deve¬ 
lopment of Credit need for a type of banks which handle immove¬ 
able property is very great. 

What the Government must do. 

The Government must bring into existence a Central State 
Bank and make this bank keep a deposit ol fifty lakhs by way of 
a Reserve Fund with the Industrial Bank. This will considerably 
tone up the credit of the Industrial Bank. People then, will not 
doubt the stability of the bank. Why 1 suggest the creation of a 
State Bank is the undesirability of any private bank like the Im¬ 
perial Bank getting an upper hand in the modus operandi of the 
Industrial Bank. If the Government asks the Imperial Bank to 
keep fifty lakhs with the Industrial Bank, then the whole machi¬ 
nery of the Industrial Bank will be set in motion to benefit the 
Imperial Bank and may be to throttle the Indian industries yet 
in the embryo. If the Government becomes a direct investor, 
then as already suggested it would neither be to the advantage 
of the Government nor to the Bank. 

The Government further must create an “ All-India Indus¬ 
trial Board.” A separate Industrial Board like the Tariff Board 
consisting of industrial experts must be founded by the Govern¬ 
ment. The function of the Board will be to examine on payment 
any new scheme submitted to it for opinion. The Board will go 
through the scheme carefully and submit its report. 
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The Constitution of the Industrial Bank .—If the scheme to 
have one Industrial Bank for India with its ramifications spread 
throughout the country is adopted, then it will be desirable to form 
an executive board of the Bank—call it the Board of Directors— 
consisting of: 

(1) One representative from each Province; 

(2) One representative from various Chambers of Com- 

, merce; and 

(3) The Hon’ble the Member for Industries to the Govern¬ 

ment of India. 

The inviolable principle of this Board ought to be to main¬ 
tain the ratio of representation between Indians and non-Indians 
which should be fixed at 2 to 1. 

The Board constituted as above will inspire confidence and the 
result will be that money will flow in. There is no dearth in India 
of a Tata, a Mukerjee, a Ganga Ham, a Harkishan I jail, a Ghetty, 
a Srivastava or an Allan; and therefore the possibility of forming 
a Board like the above is not a remote possibility. 

The ratio of 2 to 1 is an absolute necessity. Indians must 
have a dominating voice on the Board, It is their money, their 
products, and their country that the Bank is after. So the Bank 
must be subject to the will of the people. So far Banks have ex¬ 
ploited the indigenous resources to the advantage of the non-In¬ 
dians and even the recently constructed Imperial Bank has not 
taken any initiative to develop the wonderful resources of the 
country. 

A word about the first Industrial Bank started in India, name¬ 
ly the Tata Industrial Bank. The Tata Bank was handicapped by 
(1) lack of Industrial Board; (2) the Bank did more of ordinary 
banking business. Neither it did nor it could encourage the growth 
of new industrial plants; and (3) the Bank was one man’s show. So 
it naturally offered more facilities for certain particular businesses 
and thus succeeded in creating dissensions in the minds of other 
captains of industries. 
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So the /scheme suggested above, viz., the formation of an In¬ 
dustrial Board, the Government deposit of fifty lakhs with the 
Bank, the formation of the Directors’ Board and the maintenance 
of Indian strength to non-Indian strength at the ratio of 2 to 1 
will bring into existence a mighty Industrial Bank which will by 
stemming the tide of growing poverty make the “ rivers of honey 
and milk ” flow again in this country. 

Finance of the Bank. —The Bank should have an authorised 
capital of ten crores. The whole of the capital should be issued 
and if fully subscribed, as it would be, if the Board is a strong 
Board, fifty, per cent should be called up. The remaining fifty per 
cent on the shares can be called up by a series of calls whenever 
the need arises. The shares should be of Its. 10 each so that even 
a man of ordinary means may have a chance of investing his money 
and thus doing his bit. 

What the Bank will do .—Out of the money so collected, the 
Bank will finance old industries, give impetus to the grow y th of 
new industries, pass on the new industrial schemes or patents or 
inventions to the Industrial Board for their opinion—if the opinion 
is favourable then the Bank will take in hand the scheme on either 
outright sale or royalty basis and if the opinion is not favourable 
then the Bank will reject the scheme. It would discount 
negotiable instruments and will promote the growth and the 
velocity of circulation of the indigenous Hundees referred to 
above. 

What the Bank will not do. —The Bank will not dabble in 
speculative transactions. It would keep aloof of exchange tran¬ 
sactions. It would further not do the Satta (cotton gamble, opium 
gamble, etc.) business. 

Bank's Balance-Sheet .—To make clear the above points, a 
graphic attempt is made below. The following transactions are 
assumed: 

(a) Fixation of atmospheric nitrogen into the soil 2 Crores 

(b) Paper Mills, Lucknow ... ... 10 Lakhs 

F. 10 
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(c) Jokhami Hundi ... ... 2 Lakhs 

Dargham Hundi ... ... 5 Lakhs 

and (d) Bills of Exchange, and demand pronotes 6 Lakhs 

All-India Industrial Bank ., Ltd !. 

Balance-Sheet. 


' Liabilities 

Rs, 

Assets Rs. 

Authorised Capital (t 

10 orores 

... Nitrogen Co. Ltd. 2 crores 

crore shares of Rs. 10 
each) 

Issued Capital 

5 orores 

... Paper Mills, 10 lakhs 

Subscribed Capital ... 

5 orores 

Lucknow, 

... Jokhami hundi 2 lakhs 

Reserve Fund 

50 lakhs 

... Darahani htmdi 5 lakhs 

(Being Government 

Deposit) 


B/E & P/N ... 6 lakhs 


5i crores 

Balance ... 397 lakhs 



54 crores 


The Ideal Bank for India tfi'll be one which aims not merely 
at the distribution of the existing wealth but at the creation of 
new wealth. For this “ Agricultural-cum-Industrial Bank ” will 
be the ideal bank. The Industrial Bank above sketched shall pro¬ 
vide an impetus for the development of agricultural wealth as it 
Bhall finance genuine bills—bills drawn against cotton, wheat, jute, 
sugar, oil-seeds, etc.,—and will keep itself aloof from Accommo¬ 
dation bills. It shall taboo all “ Pig on Pork ” type of business. 
The Bank shall further provide facilities not only for the chimn eys 
to increase in number, but also to keep them smoking. It shall 
encourage the growth and the rapidity of circulation of commer¬ 
cial documents. 

General .—In Germany, behind the producers are the banka, 
behind the banks is the Government, behind the Government is 
the Army, and behind the Army are the people. In India, on the 
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other hand, behind the producers is a big blank, behind the blank 
are the banks, behind the banks is again a big blank, behind the 
big blank is the Government, behind the Government is the Army, 
and behind the Army is a big TOmd (ditch). 

Germany evolved out a high destiny for itself by materialis¬ 
ing the vision of Bismarck in the Political field, the vision of 
Rodbertus in the Social field, and the vision of list in the Eco¬ 
nomic field. Pati Pami we can evolve out a high destiny for our 
country by materialising the vision of Tilak in the Political field, 
the vision of Gandhi in the Social field, and the vision of Tata in 
the Economic field. But shall we?—the answer is in the womb 
of Future. 

A word about Hwndces.—Hundces serve* internal trade satis¬ 
factorily. Attempts should be made to so improve Darshani and 
Miti Hundces that they can be governed by the Negotiable In¬ 
struments Act. JoJchami Hundces can be left out of considera¬ 
tion as with the development of Insurance Companies their future 
is doomed. 

The problems relating to Credit and Banking in India which 
I have briefly discussed above are of great importance to India 
for in their proper solution lies the material progress of our great 
country—INDIA. 
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SYNOPSIS 

The problem of agricultural labour has not yet engaged the 
serious attention of Economists in India. The labour supply is 
derived from landless villagers or cultivators having uneconomic 
holdings. Even now in various parts of the country. Custom 
governs the relations between the labourer and his employer. 
Agricultural labour is skilled labour and the main object of the 
labourer is to acquire land for himself. The nature of the shortage 
of agricultural labour has been discussed and remedies suggested. 
Agricultural Wages are not progressive and with the gradual 
replacement of wages in kind by Cash Wages the lot of the agri¬ 
cultural labourer has become miserable. The organisation of Farm 
Labour Bureaus has been suggested for the better distribution of 
labour. 

The problem of agricultural labour has not yet engaged the 
serious attention of Economists in India. The Prices Enquiry 
Committee made an enquiry into agricultural wages in 1914 and 
an attempt was made in 1924 by the Labour Office, Bombay, “ to 
ascertain the annual changes in agricultural wages throughout 
the Presidency from 1900 to 1923.” The Royal Commission on 
Agriculture paid some attention to this problem in 1926, but owing 
to the wide diversities in local conditions, a complete study of it 
is possible if intensive enquiries are instituted in all the Provinces 
with a view to examine all aspects of the problem. 

It has been very properly remarked that the Indian farmer 
employs himself and has scarcely an occasion to engage any 
labourer outside his own family. The conception of the farmer 
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in England or TJ.S.A. employing farm hands either by the year 
or by the day has to be modified considerably when we meet the 
Indian ryot struggling with his scattered paternal holdings and 
even in the case of the larger farmers, employment in many cases 
is given to labourers who bold land from them as tenants-at-will. 
The bona fide agricultural labourer is one who has no lands of his 
own or whose lands are quite insufficient to maintain his family 
or whose other male relations look after the family lands while 
he takes up some other job to supplement the family income. 
The hiring of labour in many parts of Bihar is even now governed 
by custom. The labourer, who in many cases, is a tenant, is bound 
by custom to offer his sendees either without or with nominal 
remuneration to liis malik or landlord on certain days in the year 
aud in return for this he gives some privileges in the- shape of low 
rents, etc. This is further strengthened by the fact that the 
labourer borrows frequently from the employer or has a running 
account with him if lie happens also to he a giocer or merchant. 

The labour supply is derived usually from the class of landless 
villagers or people having uneconomic holdings. From the 
Settlement and Census figures, we find that in North Bihar, the 
proportion of landless labourers and cultivators of uneconomic 
holdings is greatest in Saran and lowest in Champaran, in the 
former the percentage is 22 with a density well over 900 resulting 
in heavy emigration, while in the latter the percentage is as low 
as 9 and the density is 408. The supply of agricultural labour 
increases in an inverse proportion to the size of the holding, as 
the following table will show: 


District, 

Average size 
of holding. 

Emigration, proportion 
per millo to population. 

Champaran 

... 519 acres 

Nil 

Muzaffarpur ... 

... 218 „ 

5906 

Saran 

... 1-82 „ 

89-69 

Darbhanga 

... 20 „ 

43-52 

Monghyr 

... 128 „ 

11012 
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The reason is that the uneconomic nature of the holding i» 
not sufficient to maintain the family hence the labourer has to seek 
employment in the neighbourhood or has to emigrate during the 
busy season to other areas. Dr. Mann, referring to the extremely 
small holdings in Pimpla Saudagar says, “ This means that agri¬ 
culture on a man’s own land is becoming more of a partial occupa¬ 
tion, with labour for wages as subsidiary ” (Report of the Royal 
C omm ission on Agriculture, Yol. II, p. 19). The supply of 
agricultural labour, available for employment in other areas, 
depends, among other factors, on the nature of the harvest and the 
amount of the twice-cropped area in the home district. Where 
the Aghani rice crop does not predominate labour, labour can 
remain away for a longer period, e.g., Saran and North Monghyr 
have heavy migration but the percentage of the Aghani harvest 
is 34 and 33 respectively. Then again the practice of raising two 
crops to a large extent checks emigration by providing employ¬ 
ment at home, while high density accompanied by a low percentage 
of the twice-cropped area tends to promote the migration of agri¬ 
cultural labour. 


District. 

Density of 
population. 

Percentage of Twice-cropped Emigration, per mille 
to net cropped area. of actual population. 

Saran 

... 872 

37 

8969 

Gya 

... 467 

21 

81-65 

Monghyr 

... 617 

20 

* 88 -23 


The labour supply therefore is composed of part +im« 
cultivators and landless labourers. In many parts of the country, 
e.g., in Shahabad, Monghyr, and Patna, there is a of 

labourers who are semi-serfs. They are called Kamiyas and are 
drawn from the Musahar and Dusadh castes. “ It appears to be 
the custom for every man, directly he arrives at the age of puberty, 
and wants a wife to receive a few rupees under the name of ft 
loan from the village landholder and execute a bond by which be 
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binds himself to plough, sow, irrigate and reap the fields of the 
creditor and perform all the duties of a Kamiya or bondman/* 
The Kamiauti Agreements Act (VIII of 1920) has made these 
contracts invalid if the term for which labour is to be given exceeds 
one year. The object of entering into contracts of this type is 
not only to secure cheap labour but to ensure a steady supply of 
labour in areas where there is labour scarcity. We meet with 
this type of labour in South India, where “ a Padial is a sort of 
serf who has fallen into hereditary dependence on a landowner 
due to debt. In almost every case the original debt was a sum 
of money borrowed by a landless man to solemnize his marriage 
or more frequently that of his son or daughter the borrower 
undertaking to work for the lender until the debt should be repaid 
in return for a certain limited supply of food.” (Slater: South 
Indian Villages, p. 8.) 

Agricultural labour differs from factory labour in many 
respects. The most striking difference is perhaps in the objective 
which the farm labourer sets before him, viz., the acquisition of 
some land for himself if he has none or to increase his holding 
if he has any, whereas the factory hand can never dream of ever 
being a factory owner. This land hunger is well evidenced by 
the changes in the Census figures for farm labourers and ordinary 
cultivators. 


Bihar and Orwsa 

1911 1921 

No. of actual agricultural labourers (male 

and female) ... ... 3,440,800 3,406,823 

No. of actual ordinary cultivators (male 

and female) ... ... 10,511,140 10,911,349 

From these figures it appears that during this period there 

has been an actual increase in the number of ordinary cultivators. 

This tends to show that a large number of labourers have succeeded 
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in securing lands and have settled down to cultivation, but the 
proportion of labourers to the cultivated acreage has remained the 
same, viz., for every nine acres there is one labourer. This 
tendency is further supported by the fact that everywhere in 
spite of getting higher wages the labourers are turning to the 
cultivation of small and uneconomic plots owing to their extreme 
desire for the possession and cultivation of land rather than give 
up this struggle and definitely take up the life of a farm hand. 
This accounts for the relative immobility of agricultural labour. 
The labourers who live in regions of oversupply are not aware 
of the opportunities for employment in other areas and the 
employers of these regions are also not in touch with them, hence 
the labourer is averse to take a leap in the dark and if he does 
so, he is always under a handicap in bargaining for Wages. In 
addition to this there is the cost of railway journey which often 
impedes migration. 

Agricultural labour is usually considered as unskilled labour 
and the rate of wages which he receives is invariably lower than 
what the village artisan gets, but the same farm hand has to 
perform so many diverse occupations from ploughing to weeding, 
manuring and irrigating that he has to be conversant with all 
the different aspects of agriculture and this knowledge can be 
acquired only after years of hard work and observation. 

The lot of the farm labourer in most parts of Bihar is a hard 
one. He has no lands, grows no crops and has to maintain himself 
mainly on the low wages which he earns in the village and even 
where he has some lands they are quite insufficient to support him 
and his family. “ Thus spending what they earn from day to 
day they have very little to pawn or sell and they are the first to feel 
the pinch of scarcity when crops fail.” Their only chance to 
improve their economic condition is to migrate to other areas, 
in and out of the Province. These migrations are temporary 
and seasonal in character. In North Bihar, the busy agricultural 
season is between May and November when the labourers have 
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sufficient employment at home, while the migration starts from 
the end of November and continues up to March. The second 
season for migration is in July and August when the labourers 
proceed to the Jute Districts of North Bengal for weeding and 
harvesting. In the northern portion of the Monghyr Districts 
where the Rabi crop predominates and winter rice is negligible, 
the labourers move off early in October returning in March. There 
is some amount of migration within the Province, e.g., labourers 
from the districts of South Bihar proceed to the extensive low- 
lying fields of Monghyr and Patna. In the other Provinces this 
seasonal movement of labourers is also noticeable, e.g., every 
year labourers from the Kaira District, which has a density of 
700 to 800 per sq. mile, migrate to Broach District for cotton 
picking. 

In recent years, we have been hearing everywhere of a 
shortage of agricultural labour, which means that during the 
cultivation season there is a great scarcity of labourers while in 
the slack season there is a glut. The old traditions are fast dis¬ 
appearing and the cultivator meets with serious difficulty in secur¬ 
ing labourers as he cannot demand any begar or free service. 
Besides this, as Mr. G. H. Desai remarked in his evidence before 
the Royal Commission on Agriculture, “ there is shortage of 
agricultural labour in Gujrai, not because of its having become 
more mobile but on account of its having become more inde¬ 
pendent.” As has been stated already, the main objective of the 
labourer has always been the owning of land and whenever he 
gets a chance he prefers to be a cultivator on his own account. 
Among the other causes of this shortage, the time factor is 
important. Field work in agriculture is governed mainly by 
weather conditions and within a particular time, a particular 
operation, e.g., sowing or weeding, has to be performed in a parti¬ 
cular region. In former times this difficulty used to be 
surmounted by the system of mutual aid in cultivation which 
unfortunately is gradually on the decrease and in many regions 
F. 11 
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success or failure in cultivation depends to a large extent on the 
ability to secure labour in time. 

Labour has to migrate from regions which have one or two 
staple crops only, thus furnishing employment for very short 
periods, e.g., in Saran and Gya which have heavy seasonal 
migration Rabi occupies more than 60 per cent of the net cropped 
area. Irregularity of employment in the villages drives the 
labourer to migrate to towns and other regions where a larger 
variety of crops keeps them engaged throughout the year. 

The Census figures for 1921 show a decrease in the number 
of labourers but this numerical shortage does not offer the real 
explanation of the problem of labour shortage in the villages. 
In many areas, we have found by investigation, that there has 
been little decrease in the number of agricultural labourers during 
the past decade, but there has been a distinct fall in the number 
of labourers available for employment on wages which the 
cultivator is willing to offer, v so labour is scared at the price which 
is paid for it. The cultivator, owing to his uneconomic methods 
of cultivation and the narrow margin of profits which he makes is 
hardly in a position to offer better wages to the labourer, who 
naturally is attracted by the prospects of higher wages and regular 
employment in cities and in areas of low density. 

Then again the phrase “ shortage of labour 99 is really 
misunderstood. As Dr. Mann has aptly pointed out, it should 
be taken to imply a shortage of labour power, not a shortage of 
individuals. Efficiency of labour depends to a large extent on 
the general health of the labourer, which owing to insufficient 
food and the low capacity for withstanding disease, is mainly 
responsible for the deficiency in labour supply and their working 
capacity. Malaria in the Kishenganj Subdivision of Pumea in 
responsible for labour scarcity particularly during the harvesting 
of winter rice when the fever index is very high. The Health 
Survey of eleven villages in the districts of Muzaffarpur and Saran 
shows that the agricultural labourer is in bed on an average m 
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19 days during the busy season, i.e., it means a loss of about 10 
per cent of labour time. The amount and duration of this sick¬ 
ness rather than the mortality reduces the labour supply. “ In 
one part of Konkan with the most fertile soil, cultivation is poor 
due to unhealthiness, where the spleen rate is 42 per cent among 
children, which indicates malaria/’ 

Agricultural wages are paid partly in kind and partly in cash 
or wholly in kind. In many parts the daily wages for ploughing 
or weeding consist of four seers of grain and those for harvesting 
of one out of every 16 bundles reaped. In the Punjab, the hired 
labourer receives for harvesting four bundles per acre, each bundle 
equivalent to 16 seers of grain and 24 seers of Bhusa (Stewart 
and Mnkhtar Singh). In many cases ploughmen are wholetime 
servants employed by the year and paid by the month in cash or 
partly in cash and partly, in kind, e.g,, 5 maunds of paddy in 
February and 5 maunds of maize in September. This system is 
not peculiar to Tndia but is found in other countries, e.g., Scotland/ 
Venn states, u Generally speaking the further north one goes 
the more the emoluments will be found to consist of payment in 
kind. In Scotland the system reaches its Climax and a labourer 
may receive anything annually up to 40 per cent of his earnings 
thus/’ The method of paying wages in kind was preeminently 
suitable for an agricultural community as it protected it from the 
vicissitudes caused by fluctuations in the price-level of food grains, 
but with the commutation of produce rents into cash rent and the 
need for making transactions through the money medium, cash 
wages are fast displacing wages in kind. This change is visible 
in other Provinces as well. In the Bombay Presidency, “ in 
most cases cash wages are replacing wages in kind. In the last 
enquiry held in August 1916 into this, it was found that in 990 
villages in which enquiries were made, cash wages without supple¬ 
ment were familiar in 233 villages, cash wages with supplement 
were familiar in 233 villages and grain wages were familiar in 
376 villages.” (Shirras; Enquiry into Agricultural Wages in 
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Bombay, p. 3.) In Tinnevelly (< on© chief peculiarity is the utter 
displacement of wages in kind by wages in money.” (Slater: 
South Indian Villages, p. 67.) 

The rate of wages varies according to the season as well as to 
the nature of the work. Wages at sowing time are higher than 
at other times as the period for sowing is limited and there is a 
great dearth of labourers at this time. Work requiring hard 
labour, e.g., transplanting or digging is always paid at a higher 
rate than lighter work, e.g., weeding, which in many districts is 
done by women. In reaping the wages also vary according to 
the kind of the crop, e.g., the rate for reaping Marua, which 
requires less labour is considerably lower than the rate for other 
crops. 

Rate of Wages in 1929 . 


Districts. 

Weoding. 


Transplanting. 

Minimum, 

Maximum. 

Minimum. 

Maximum. 


Rs. 

Rs. 

Rs. 

Rs. 

Patna 

... 0-4-0 

0-6-0 

0-6-0 

0-8-0 

Muzatfarpur 

... 0-2-0 

0-4-0 

0-3-0 

0-5-0 

Saran 

... 0-2-6 

0-3-6 

0-4-0 

0^5-0 


From this table it appears that though the rates vary from 
district to district, the difference in the rate paid for weeding and 
transplanting is marked. It is not possible to graduate agri¬ 
cultural wages according to the efficiency of labour as in the 
Factory industry, hence the fiat rate, with all its inducements to 
slackness, is the only practicable method for remunerating labour. 
Semi-piece wages are given in reaping and threshing or winnow¬ 
ing, as in place of cash wages, the labourers are given one bundle 
out of every 10, 12, or 16 reaped by them. To guard against 
careless work, the farmer or any one on his behalf is usually 
present at ihe reaping or threshing and at times in order to 
encourage the men to finish the work quickly, particularly if the 
damp east wind has set in during the threshing of wheat in North 
Bihar something is given in addition to the stipulated wages as 
bonus, which is usually in cash. Wages for winnowing are p aid 
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in the form of a certain per cent, say 5, of the quantity winnowed. 
Variations in the wages rate depend to a large extent on the cost 
of living of the labourers, e.g., the Sontha’li labourer with his few 
wants is available at a lower rate than the labourer from Saran, 
and the Dusadhs and Musahars are paid leSvS for the same work 
than people of higher castes, e.g., the Malalias and Kurmis. 
Labourers from outside the villages have to be paid more than the 
local labourers, e.g., in Gya district, at harvest, “ village 
labourers get one out of every 1G sheaves cut while outside 
labourers get one out of every 18 sheaves plus diet allowance which 
is known as lohra and chhakauti. ,, 

During the last 30 years there has been a general rise in the 
price of food grains but this has not been followed by a propor¬ 
tionate or even a marked increase in agricultural wages in North 
Bihar, while the gradual supersession of wages in kind by cash 
wages has further aggravated the seriousness of the situation, so 
that lured by the attraction of higher wages in mills and factories 
and in the farms and plantations of North Bengal and Assam, the 
labourers are migrating to these places and agricultural labour ivS 
fast becoming scarce in North Bihar. The following table gives 
the index numbers of the retail prices of food grains (Common 
Rice, Wheat, Barley, Arliar) and the results of the Wages 
Census of 1911 and 1916,verified by personal investigation; 


District 

Retail Price of Foodstuff 

1911 1916 

Wages 

(Cash) 

1911 

Agri¬ 

cultural 

labourer 

Plough¬ 

man 

Pumea 

... 100 

157 

100 

175 

130 

Darhhanga 

... 100 

152 

100 

140 

125 

Muzaffarpur 

... 100 

151 

1(H) 

138 

ICO 

Saran 

... 100 

150 

100 

118 

112 

Champaran 

... 100 

168 

100 

135 

110 

Gya 

... 100 

156 

101) 

110 

112 

Patna 

... 100 

150 

100 

143 

140 
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From this table it appears that the wages are far below the 
'level of prices except in the district of Pumea where owing to 
the malarious climate, the 'local labour supply is inadequate and 
tho ' prevalence of Jute cultivation necessitates an influx of 
labourers from other districts who have to be attracted by higher 
wages. Then the wages are high in the district of Patna owing 
to the comparatively higher urban wages brought about by the 
expansion of the city and the construction of the New Capital. 
In the districts of Saran and Gya, the wages 'lag far behind the 
price-level and this accounts for the heavy seasonal migration of 
labour from these regions. Champaran, with its undeveloped 
agricultural resources show's a very high rise in prices while wages 
are not all progressive. The Settlement Report for this district 
also bears out this statement. “ The wages of labour have not risen 
in this district in unison with the rise in prices, either as a normal 
condition or during years of famine.” In the neighbouring 
district of Darbhanga we find that though the wages of the village 
artisans have increased owing to a rise in the standard of living 
among the better classes of people in the villages and towns and 
the development of industries, ““the village labourer earns about 
the same from year to year.” The labourer is engaged in farm 
work from 170 to 180 days in the year, while he is employed during 
his spare time in the building industry or in the making of bricks, 
tiles, ropes, etc. With the decay of the rural industries which 
formerly offered employment to the labourer during the slack 
season and owing to the unprogressive nature of wages the labourer 
is in a state of chronic indebtedness which throws him into the 
clutches of the moneylender. The emigrant has invariably to 
borrow small amounts to cover the railway fare and has to pay 
a very high rate of interest, not less than 75 per cent (for details, 
vide B. B. Mukherjee; The Bihari Mahajan: A Study in 
Indigenous Banking in Bihar, p. 12). The revival of cottage 
industries or the development of new rural industries of a non- 
agricultural type, e.g., Eri or Mulberry Silk-rearing, hand-spin* 
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ning, or poultry-rearing, etc., will provide supplementary earnings 
to the labourer and keep him engaged throughout the year. 

It has already been stated that the emigrant when he leaves 
his home in quest of work lias no definite place in view and he 
follows any fellow-villagers to any place no matter whether there 
is a glut of labour there or not. “ Experience in previous years 
shows them where work is available and they wander about from 
village to village cutting the crops as they are ready.’’ This 
aimless search not only entails much loss of time but expense and 
places him at a disadvantage in bargaining. This “ hit or miss ” 
movement of labour may cause an oversupply of labour and cases 
are not rare when the public peace has been disturbed by the 
unemployed labourers. Employment Agencies or Agricultural 
Labour Bureaus should be started to organise this movement of 
labour, which will collect and provide for “ the information as 
to the character and location of positions open and qualities and 
locations of men available.” These may help in obtaining 
concessions of Railway fare for the labourers. In the United 
States there are such Bureaus which are called the National Farm 
Exchanges. “ Its plan is to ascertain through subagencies the 
needs of the harvest fields of the several States in their order as 
the grain ripens. Next it plans to direct the labourers to the 
places where they are needed and to inform them as to the conditions 
and nature of their employment.” The Canadian Government has 
constituted a chain of Labour Exchanges which ascertain the 
amount of labour needed in various districts, the time when it is 
required and they arrauge for the transport of labour on the 
railways at concession rates. These Exchanges will assist, by 
bringing about an adjustment of supply to demand, in securing 
an increase in the wage level and ensuring that an able-bodied 
labourer gets at least living wages, thus they will perform in an 
indirect way the work which the Agricultural Wages Boards did 
in England. 
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SUMMARY 

The T. L. 0. is a new factor in the Indian Labour situation. 
It is in the interest of labour and of the nation that it should 
be utilised to the full as an aid to the solution of the labour 
problem. Tts implications from the national economic standpoint 
should be adequately studied with a view to the adoption of a 
discriminating- attitude on particular items. The separate organi¬ 
sations of labour and capital, and such a political body as the 
supreme legislature cannot he entrusted with this independent 
and almost technical responsibility. The position of Indian States 
in this respect also needs study and definition. To achieve these 
ends it is suggested that: (1) there should he constituent sectional 
and regional bodies in the T.L.t)., e.g., an Asiatic Section in the 
main Conference at Geneva and an Asiatic Labour Conference; 
(2) there should he established in India an Economic Council 
composed of all interests and of independent expert, opinion, with 
purely deliberative and advisory functions; (H) the Indian States 
should have a position in this council. 


None of the International organisations which before the Great 
War, concerned themselves with the improvement of the condi¬ 
tions of labour had extended the sphere of their activities to East¬ 
ern countries. The only external influence that affected Indian 
labour conditions till then was that of Lancashire. Since the War, 
however, the International Labour Organisation at Geneva on the 
one hand, and the Third International at Moscow on the other, 
are attempting to bring Eastern countries within the range of 

m 
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their activities. The international federation of Trade Unions 
which has its head office at Amsterdam is another purely working 
class organisation acting in the same direction. Between Moscow 
on the one hand, however, and Geneva on the other, its effective 
influence at present is very limited. Apart from its factious in¬ 
terest in labour as opposed to the capitalists, the Third inter¬ 
national is actuated in its Eastern propaganda by a desire to create 
a favourable world opinion for the political and economic revolu¬ 
tion in liussia and to support all anti-imperialistic causes. The 
activities of Moscow which deserve nothing but the most summary 
repudiation at the bauds of the economist, however, secure some 
adventitious sympathy horn a certain class of politicians and 
labour leaders m this country. The influence ol Geneva on the 
other hand is hailed by some with an enthusiasm which for the 
moment at least appears to he too trustful to admit of the justice 
or need oi any criticism. While appreciating- to the full the bless¬ 
ings that the l.L.O. has undoubtedly brought to millions of work¬ 
ers, it is intended in the course of this paper to point out some of 
the present limitations of its beneficent action, particularly in 
relation to such countries as India. A number of constructive sug¬ 
gestions are also offered which in the bumble opinion of the writer 
are calculated to help in realising more assuredly the high aims 
of the organisation. 

The claims that have been put forward on behalf of the l.L.O. 
and its mission by persons holding* important official positions in 
that organisation, have varied with the time and the occasion tor 
which tht?y were meant. The ultimate goal 1 of the l.L.O. is to 
organise a full-fledged international legislature for regulating 
labour conditions with the help of effective sanctions. In the 
meanwhile the immediate aim of the organisation is said to be 2 ‘ to 


1 Arthur Fontaine Chairman of the Governing Body, l.L.O., August, 1929, 
in ‘ l.L.O., 1919—2.9,’ 1930. 

2Gino Olivetti, Vice-Chairman, Governing Body, T.L.O., October 1929, in 
* l.L.O., 1919—29,’ 1930. 

tf. 12 
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complete the significance of the Peace Treaty by guaranteeing the 
dignity and liberty of human labour by international convention/ 
The basic principle for the maintenance of this dignity and liberty 
is to be that ‘ Labour should not be regarded merely as an article 
of commerce/ The methods 3 of regulating labour conditions with 
a view to tlie adoption of this principle are specified as follows: 

(1) Labour should not be regarded us merely a commodity 

or article of commerce. 

(2) The right of free association should be conceded. 

td) Payment of adequate wage to lead a reasonable stand¬ 
ard should be assured. 

^4) Weekly rest of 24 hours, preferably on Sundays, should 
be insisted upon. 

(i)) Child labour should be abolished and the labour of young 
persons should be iestricted. 

Lquul pay lor equal work should be secured as between 
men and women workers. 

t?) Labour in all matters should receive an equitable eco¬ 
nomic treatment. 

(£1) An elueient inspection ol iuboui conditions should bo 
organised. 

The leusons that led the tranters oi the Peace Treaty 4 to attach 
such overwhelming importance to the physical and moral well¬ 
being ol the industrial workers in all countries are noteworthy, 
in point ol fact the labour clauses ul the V ersuilies Treaty^ repre¬ 
sent the combined elleet oi three iorces: (1^ the socialists 1 and 
humanitarians etiorts to see just and humane conditions estab- 

*$ Article 127 ol liio Treaty ol Peace, Vertiaiiioti. 

4 Article 127 ol tile Peace Treaty. 

5 Interna tioual .Labour Cutilerimce, JUttl, Third Sesmuu, Geneva, litijjoit, 0 £ 
iWomliugn, i’art 2, y. ib. 
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lisheel for the working classes of the world; (2) the international 
trade unionists’ 6 endeavour to equalise labour conditions in com¬ 
peting countries; (3) and the desire of the allied powers to take 
steps to ensure social justice as an indispensable basis for world 
peace. How far any of these particular purposes have been serv¬ 
ed by the influence* of the T.L.O. dining the last ten years, it is 
very difficult to say. It cannot, however, he denied that the f.L.O. 
has been successful in mobilising* humane public 7 opinion in sup¬ 
port of labour reform and that as a result of its activities the neces¬ 
sary impulse and atmosphere have been created. Even if we re¬ 
gard the T.L.O.\s achievements in the field of eollection of authori¬ 
tative information about labour conditions in different countries, 
they would justify the existence of the institution. Hotli tin* 
direct and the indirect influences of the T.L.O. have already been 
felt in Tndia and on the an bob* they have worked till now for t he 
good of the worker and through him of tin* community. In vie>v 
of the removal of the most glaring of obstacles in the way of legi¬ 
timate labour improvement in Tndia on the one hand and of a 
groAvinglv ambitious attitude 8 on the part of the l.L.O. on the 
other, n time has come when an attempt should be made to under¬ 
stand the full meaning and implication of the latter’s work. 

Tn the first place it may be asked whether there are any ab¬ 
solute standards -of justice and humanity which, it is desirable to 
adopt irrespective of tlie general level of economic progress in a 
country and of the state of the particular industry 9 in which a 

6 11. J.*W. Hetheringinn, 'International Labour Legislation. 1 B, (r. Lowe, 
Ph.D., * The International Protection of Labour.' 

7 Albert Thomas, Director General, T.L.O., in ' T.L.O., 1010—20/ The 
first ten years’ work has only indicated the possibility of woik that may he 
achieved by following up the clauses and the preamble of Tart NIII of the Peace 
Treaty.* Ibid. 

8 M. Bottai, Italian Representative's Speech at the Twelfth Session. 1029. 

9 Speech of the Japanese Employers’ Delegate at the Thirteenth Session of 
the I.L.O., 1929. 
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worker is employed. Those who agree that the standard of life 
in a country is relative to its general economic progress will find 
it hard to support the l,L.O.\s attempt at establishing substantial 
uniformity in labour conditions all the world over. The privileges 
of labour constitute ail element in their standard of life and natu¬ 
rally they cannoi be decided upon without reference to the state of 
industrial life in general. The contention 10 that a higher standard 
by making for higher efficiency will itself improve the industrial 
situation atid thereby do more than justify its adoption is only 
a half-truth. The physiological and psychological characteristics 
of labour, efficiency of organisation and of other agents of pro¬ 
duction, the opportunities of industrial expansion are only a few 
of the many considerations that may thwart the expected rise in 
efficiency as a result of the increased privileges of labour. The 
exhortation 11 often addressed to waverers in this respect that an 
improvement in the conditions of labour is bound in the long run 
to reflect itself in the prosperity of the nation, as the community 
can have no interests divergent from those of its workers, is most¬ 
ly a sentiment. In so far as it contains any argument at all it 
really cuts both ways. It can with equal plausibility be claimed 
that neither the nation at large nor the producers in particular 
have any interests essentially divergent from those of the work¬ 
ers and hence in consulting tbe legitimate interests of industry the 
ulterior interests of labour will surely be promoted. Such an 
argument should be interpreted not as a more retort, but granting 
the existence of a free and vigorous labour movement and a con¬ 
stitutional and popular government in the* country it may be claim¬ 
ed that it contains more of the substance of truth than the rival 
view which in blind and sentimental optimism would proceed with 
restrictions on industry and fondly believe that thereby its and 
the nation’s interests may in some providential fashion be served* 

10I.L.C., Eighth Session, Report by the Director. 

UB. G. Lowe, ‘The International Protection of Labour.’ 
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This statement of the ease against uniformity is sometimes 
met by an assurance 12 that the standards which the LL.O. will 
attempt to enforce will approximate to those prevalent in the less 
advanced countries. Such an assurance for one tiling larks the 
support of practical action. The standards in all important res¬ 
pects adopted by the I.L.O. are nearer to those of the nioie ad¬ 
vanced than the more backward countries. This, moreover, is 
bound to be the case. The establishment of the I.L.O., as men¬ 
tioned above, is mainly (lie outcome of international trade union 
agitation for equalising competition and thus reducing the chances 
of workers in advanced countries being required to lower their 
standards as a result of the growing competition of the industiies 
in the backward or advancing ones. The socialistic and humani¬ 
tarian element by the superficial catholicity of its creed has always 
allowed itself to bo swamped by the combined forces of trade 
unionism and imperialism. 

That in the creed of substantial uniformity lies much clanger 
to the legitimate industrial aspirations of the backward and advanc¬ 
ing nations is now realised in various countries. Tn Germany and 
Italy, 13 not to mention such young countries further afield as 
Brazil, 14 the T.L.O.’s activities have often provoked much adverse 
criticism, even from those who are undoubted friends of the Inter¬ 
national labour movement, and hold responsible posts in the exe¬ 
cutive of the T.L.O. The translation into concrete shape of the 
principle of humanity and social justice, which is the fundamental 
basis of the moral idea behind the is no mere politician’s 

or humanitarian’s job. Tt is necessary for that purpose to take 
into account all the factors internal and international affecting 

12 H. J. W. Hetherington, ‘ Internal ional Labour Legislation.’ 

13 Giuo Olivetti in * I.L.O., 1919—29 ’ I.L.O., Report of the English Session, 
page 496; and Speech of Mr. Boltai, Under-Secretary of State in the Ministry 
of Corporations of the Italian Government, at the Twelfth Session of the LL.C., 
1929, 

14 Director’s Report to the fourteenth Session, 1930, 
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the present state and future i>rospccts of a nation’s industries. 16 
All flic privileges granted io labour in cash and in kind, including 
in the latter class even such an advantage os leisure, constitute 
an element in the costs of industry. To attempt to establish sub¬ 
stantial uniformity of labour conditions in ihe various countries 
of ihe world is io attempt to equalise costs of production in their 
industries. Viewed particularly from the standpoint, of the ad¬ 
vanced countries, and specially from iliat of (treat Britain which 
nation more than any other dominates the Geneva atmosphere, 
such an equalisation is expected to mean a praeiical immunity from 
serious competition of industrially backward countries in future. 
Uniformity of labour legislation pursued without reference to the 
conditions and ideals of particular nations spells the maintenance 
of the statu* quo in respect of the relative industrial position of 
nations. 

This aspect of the T.L.O.\s influence requires emphasis not only 
in the interest of legitimate national progress but also in that of 
the ultimate success of the T.L.O. on the one hand, and the well¬ 
being of labour in backward countries on the other. Anything in 
the action of the T.L.O. that savojirs even distantly of its serving 
as a tool in the 1 Lands of the advanced industrial and imperialistic 
powers will mean its material, moral and, in course of time, physi¬ 
cal ruin. This fact is being realised by the T.L.O. executive 16 but 
the main 17 body of influential opinion as represented by the dele¬ 
gates of the big powers shows no signs of its appreciation of 
national peculiarities. Under these circumstances the director is 


15 Speech of Mr. TCamiya, Japanese Employers* Delegate, at flic Thirteenth 
Session of the Conference, 1929. 

16 Report of the Director and Speech of the Deputy Director of the T.L.O. 
at the Fourteenth Session of the I.L.O., 1930. 

V? Proceedings of the Thirteenth Session of the T.L.O., 1929, with special 
reference to the proposal recommending the right of association to foreign seamen. 
Also Proceedings of the Fourteenth (1930) Session, 
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left with an appeal 1 ^ that the members should look upon the l.L.O. 
standards as pan oi the nauaal and unchangeable factors oi pro¬ 
duction anu that any attempt to pioinotc the interests ol a nation’s 
inuustnes by departing irom the Geneva standards is against the 
nuauai undertaking on which the Deace Treaty is based. These 
aigumenis, obviously, are neither just nor sound. 

The x'eace Treaty, Dart A.ill oi which constitutes m eilect 
the articles oi association oi the Intel national Labour Organisa¬ 
tion, was based on a number oi assumptions ail oi which must be 
read together ii a just and collect perspective oi the Geneva acti¬ 
vities is to- be gamed. The Treaty recorded 1 * the iact that con¬ 
ditions oi labour existed which were calculated to grse rise to 
social unrest so gieat as to endanger the peace and tranquillity 
ol the world; heuce its Laniers suggested the establishment oi the 
JL.L.U. to secure social justice as a basis tor world peace. The 
authors oi the treaty, however, were conscious oi the iact that 
thcic wore other causes equally ll not more powerful that endan¬ 
gered the peace oi the world and these they tiied to remove by 
means oi the establishment oi the .League of Nations. The cove¬ 
nant of the League speaks of the promotion oi inteinational peace 
and security by the acceptance 01 an obligation on members not to 
resort to war and by the prescription of open, just and honorable 
relations between nations. Acting under pressure of heavy de¬ 
fence budgets something has been dune, though not so much by 
the League machinery as by individual biiateial and multilateral 
agreements, to promote the cause of postponing war. The aim 
of establishing open, just and honourable relations however re¬ 
mains not only unattained but so far as the position of the back¬ 
ward countries is concerned, even unuttempted. When the League 
has failed to remove other and more important causes of interna¬ 
ls I.L.C., Eighth Session, iieport, p. 420. 

lyTart Alii, fence Treaty, Section I; ii. J. VV. Luther nag ton : * Inter* 
national Labour Legislation,’ 



340 


D. G. KAEVE 


tional insecurity, for the l.L.O. and its partisans to ignore the 
adequate inqjortunce of the national factor in the psychology of 
peoples is not justifiable. Countries like Italy, Germany and 
Japan are expressing then feeling of restivoness and nobody need 
be surprised it the feeling gets wider and deeper in times to come. 

Those who are interested in the permanent success of the I.L.O. 
must, therelore, work for two ends. In the first place it must 
be clearly recognised that the nature and degree- of international 
co-operation secured in the l.L.O. will be conditioned by the ex¬ 
tent to which just, open and honourable relations are established 
amongst, the members of the League. For this purpose it is high¬ 
ly desirable that the League should provide some simple yet effec¬ 
tive machinery by which outstanding differences between members, 
particularly those who are related to each other as an imperial 
power and a dependency, should be reviewed in a spirit of justice 
aud bi cad-minded statesmanship. In so far as the League suc¬ 
ceeds in justifying its existence as an arbiter between powerful 
and backward nations, only to that extent and no more will there 
be the necessary sympathy for and trust in the work of the l.L.O. 
Secondly, even with the best success of the league’s activity in 
this respect the legitimate claims of particular countries to tran¬ 
slate the principle of humanity and social justice into concrete 
measures must be effectively secured. The constitution of the 
l.L.O., no doubt provides 20 for special cases arising out of Tin- 
developed economic conditions; but, so far as a substantial free¬ 
dom from subjection to world uniformity is concerned, this clause 
is not calculated to meet the case presented by countries in an 
intermediate state of industrial development such as India. 

It is possible 1o combine loyalty to the League ideal with a 
proper feeling of patriotism. This can be done by organising 
special sections in the International Labour Conference and by in¬ 
stituting, in addition to the present Conference at Geneva other 

20 Articles 405 and 427 of the Peace Treaty. 
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regional 21 conferences of nations whose industrial conditions are 
relatively similar. The promotion of such section committees and 
regional conferences as integral parts of the main organisation 
would test the bona tides of the I.Li.O. in this respect. There can 
be no rigid standard of justice and humanity; the state of national 
economy indicates the limits of what in practice may be express¬ 
ed by these principles. Hence it is that an arbitrary standard 
even though recommendatory,* 2 hiid down by an international 
organisation dominated by powerful countries is most unsuited if 
not to the letter at any rate to the spirit of the Peace Treaty. 
The ultimate ends both of social justice and international peace 
will be promoted by an elastic rather than a rigid system of labour 
regulation. It is this argument that justifies, nay necessitates, 
the proposal to form sectional and regional constituent bodies. 
Anything that is noi unanimously agreed upon by a constituent 
section or conference should not be adopted by the main conference 
either as a convention or a general recommendation. Such a 
course, besides its being in keeping with the just aims of the 
Peace Treaty, is calculated to secure more willing and lasting sup¬ 
port for the I.L.O. Exchange of ideas and co-ordination of effort 
would be promoted more effectively through the opportunities thus 
offered. 

It is not difficult to appreciate the viewpoint of some of the 
representatives of Indian labour when they rank themselves along 
with the most wholehearted supporters of the zealous action of 
the I.L.O. The argument from expediency is obvious. It must 
also be recognised that the industrial and social experience 23 of 
the West concerning especially the misery of the workers, the 
injustice done to them and the consequent conflict between classes 
should serve as a timely warning and aid to industrially backward 

21 Director's Report with regard to the Pacific and Scandinavian countries. 

20 Article 405 of the Peace Treaty. 

23 H. J. W. Hetberington: ‘International Labour Legislation/ 

I\ 13 
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countries such as India. The l.L.O. indeed has a very important 
role to play in this connection. Apart from this obvious bene¬ 
ficence of the I.L.U., however, our labour leaders must not lose 
sight of the lact that anything that unduly handicaps the indus¬ 
try of the nation must m the long run redound to the detriment 
of the labouring classes. VV e as a nation are at present engaged 
in forging a discriminating yet constructive policy of national 
industrial progress. Much further effort at surveying the possi¬ 
bilities of extending the application of this policy is called for. 
in the pursuit of this aim, all precautions ought to be taken to 
see that the consumer’s and the tax-payer's sacrifice is justified 
by the real gams obtained by the nation. With this end in view 
a sympathetic and helpful yet efficient regulation of the nation’s 
industrial organisation ought to be undertaken by the state. The 
industrial workers as a class constitute an important social and 
economic interest in the country and their just claims ought to 
receive full satisfaction at the hands of the community. An atti¬ 
tude, however, of wholesale 24 class co-operation with international 
labour groups may embarrass, if not altogether endanger, the eco¬ 
nomic progress of the country 'and thus indirectly >et certainly 
hit labour itseil. That the workers of all classes should have a 
strong assurance that their claims are being impartially and sym¬ 
pathetically considered and that ail other means of improving the 
condition of industry, including state regulation of production 
wherever necessary, are being resorted to is only reasonable. This 
can be secured by means of a body like the National Economic 
Council suggested later on in this paper. 

It is hardly necessary to remind our labour leaders who have 
now established contact with all shades of labour opinion in ad¬ 
vanced countries that there is no single universally accepted signi¬ 
ficance of the phrase 4 exploitation of labour/ Even in the most 
democratic and industrialised countries there is an insistent and 

24 M. Baud: Workers’ Delegate at the Thirteenth Conference, 1929. 
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powerful cry that labour is being exploited. To attempt to avert 
exploitation of labour by agitating for standards of labour regula¬ 
tion which approximate to those prevalent in thoroughly indus¬ 
trialised countries is calculated in the long run to defeat its own 
purpose and lead io assured c cxploitaiion 1 of the backward nations 
at the hands of the advanced ones. This is especially true in the 
case of a country like India which has a government which is 
very far yet from being a truly national 25 government. Its appa¬ 
rent 26 support of the so-called interests of the capitalist, the work¬ 
er, the consumer, and the tax-payer is not always unmixed with 
anxiety for the interests of Great Britain. The state in India can 
hardly be relied upon to piny its role as the supreme directing and 
co-ordinating organisation for the promotion of all legitimate 
national interests. The special treatment secured by Japan, a 
comparatively advanced country, over the question of the adoption 
of the Washington convention, is a significant instance in this 
respect. The development of a spirit of class and group 27 loyalty 
at the sessions of the T.L.O, is of ominous significance from the 
nation’s standpoint. In industry as in politics international co¬ 
operation ought to be based on national autonomy and progress. 
It is desirable, therefore, that the representatives of employers and 
employees should confer together with independent and represen¬ 
tative national opinion before they take up attitudes at Geneva 
or at any other constituent bodies that may be organised in future. 
Such opportunities can be supplied only by the organisation of a 
central economic council for the nation. 

In the light of this analysis of the position of India in relation 
to the T.L.O. the following suggestions are made not ns parts of 
a full-fledged scheme but as a basis of discussion: 

25 Mr. N. M. Joshi, at the 1st British Commonwealth Labour Conference, 
London, 1925. 

26 Sir P. Ginwala’s Speech in London after relinquishing presidentship of 
the Tariff Board. 

27 Report of the Government of India’s Delegates, Seventh Session, 1925. 
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(a) Firstly, it is desirable to set up a National Economic 
Council in India to consider, among other questions of industrial 
and economic policy, this one of regulation of labour conditions. 
This body should be representative of all interests, viz,, the pro* 
ducers, including employers and workers, the consumers and in¬ 
dependent experts. Heads of appropriate government departments 
should have scats on this body, and an official secretariat of the 
nature suggested by the president 2 ® of last year's session of the 
Indian Economic Conference should be organised. After full deli¬ 
beration resolutions should be adopted by the council. They should 
not, however, be binding on members organised as separate in¬ 
terests, nor on the national legislature. To afford opportunities 
for a comprehensive and informed discussion and to give a lead, 
rather than to bind members by numerical majorities should be the 
purpose of this council. As the council is to partake more of a 
deliberative than of an executive body its numbers should not be 
too narrowly restricted. 

(b) Secondly, the necessary and inevitable amount of latitude 
from the Geneva, decisions should be claimed and availed of, with 
a view to promote the legitimate aspirations of national industry, 
which include in a democratic state the just aspirations of all 
classes. With a view not to detract from the international 
character of labour reform and on the contrary to consolidate the 
foundations of a lasting international co-operation in the cause of 
social and national justice the proposal to organise special prepara¬ 
tory and auxiliary sections at Geneva and to hold constituent re¬ 
gional conferences, e.g., an Asiatic Labour Conference should be 
supported. 

Whatever divergences in respect of social and economic de¬ 
velopment there may be between the different parts of India it 
cannot be maintained that in these respects the Indian States as a 

M Speech of Mr. N. S. Stibba Rao, published in the Indian Economic Journal 
for January 1980, pp. 659-60, 
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class differ substantially from the rest of India. It can on the 
contrary be borne out by facts that socially and economically the 
whole of India is one unit. How to devise the requisite political 
machinery to give practical expression to this unity and how to 
introduce it with the least injury to legitimate state interests is 
one of the most difficult questions facing constructive statesman¬ 
ship in India. With the many implications of this issue we are 
not concerned here. With a view, however, to promote uniformity 
in labour legislation within the Ixirders of India the following pro¬ 
posal may be made: 

(c) As. politically and economically the Indian States form 
part of India, a fact which is emphasised by their position in rela¬ 
tion to the League of Nations, their representatives should be in¬ 
cluded in the National Economic Council. In particular the indus¬ 
trial states should be encouraged io co-operate with the rest of 
India in this respect. The resolutions of the Council will not be 
binding upon them as they are not binding upon representatives 
of other interests. Any further integration, however, between 
ihe States and the central Indian government, as for instance, in 
respect of tariffs and other forms of taxation, should in some 
measure be made conditional on the States’ accepting a defined 
position in relation to all-India labour legislation. The necessary 
steps in this direction should be taken by open conferences in cch 
operation w’ith the Political Department, rather than by the f per¬ 
suasive 9 action of the latter alone. If a body like the Council of 
Greater India, suggested by the Simon Commission comes into 
existence the function of introducing uniformity of labour regula¬ 
tion within the borders of India should be one of the first topics 
to attract its attention. 

There cannot be any doubt but that the League of Nations, 
the LL.O. and other periodical and occasional international con¬ 
ferences, e.g., the World Economic Conference, that meet at 
Geneva do a lot of present good and hold even a greater promise 
for the future, We must not, however, ignore the fact that 
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materially and psychologically the world has not sufficiently ad¬ 
vanced 129 to a stage where uniformity of social, economic and poli¬ 
tical conditions may with safety or justice he established. Much 
constructive work, therefore, to supplement Geneva action is neces¬ 
sary. The present paper is an attempt to indicate how in respect 
of labour regulation in Tndia such an endeavour may be made. 
Varied external forces are at present attempting to bring India 
within the orbit of their respective influence. If then we are not 
to leave the internal tendencies of discontent and disintegration to 
shape into extravagance and disorder under pressure of powerful 
international propaganda a representative Economic Council like 
the one suggested in this paper must soon be established to help 
in the process of rational adjustment. International co-operation 
must be based on the development of international psychology, 
which is not likely to emerge in its healthiest form so long as there 
are avoidable differences of political and economic vstatus between 
nation and nation. 


29 M. Colijn (Netherlands) in ‘ The Economic Consequences of the League/ 
Also Dr. Andress Hermes, in the same. 



REFLECTIONS ON THE THEORY OF 
DISTRIBUTION 

BY 

Prof. S. K. Muranjan, 

Karnatik College, Dhanvar. 

The object oi this paper is merely to indicate some of the im¬ 
portant points of disagreement on the Theory of Distribution as 
presented by leading economists. 

1 

In his recent “ Review of Economic Theory,” l)r. (human has 
raised once more doubts about the propriety of the traditional 
classification of the shares in the National Income under the 
heads—Rent, Interest, Wages, Profits. 

His grounds of opposition are briefly these. It is not condu¬ 
cive to definiteness to make these terms bear in theory meanings, 
which do not belong to them in ordinary usage and discourse. 
(303—08.) The quantitative units in relation to which the incomes 
from the several Agents of Production are expressed lack sym¬ 
metry (300). 

(a) There is no intrinsic distinction between income from 
Ijand and income from Capital. The ” original ” powers of the 
soil cannot well be distinguished from the other powers conferred 
on it by human labour and improvements, and their relative im¬ 
portance is insignificant. As for the element of “ indestructibility / 9 
Ricardo himself abandoned it when he applied the Rent concept 
to mines. (241—246.) Although, again, the superficial extent 
of land may be limited, its productive power is capable of indefinite 
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improvement 1 and disparities of quality hold good of all concrete 
embodiments of capital. (229 ; 237—39; 249.) ^ The historical 
and social accidents which gave land its prominence in former 
times have ceased to exist. In conclusion, Ur. Cannan amalga¬ 
mates the two classical agents into Property, the income from 
which becomes interest when expressed as a ratio to its capital 
value. 

(b) Ur. Cannan next points out that the distinction between 
profits and the other shares is a needless confusion of diverse ele¬ 
ments particularly interest and earnings of management. The earn¬ 
ings of management can be distinguished from wages only by an 
unwarranted change in the basis of classification—from source or 
destination to the manner of earning an income (239). To attempt 
to isolate an element of rent in the earnings of management is also 
futile. To describe profits in the American way (Seligman, Princi¬ 
ples, 11th Ed., p. 355), as an excess over all expenses of production 
including interest and earnings of management is to call into exist¬ 
ence a metaphysical abstraction. (308—12 ; 315—18; 358—02.) The 
existence of the small but independent worker presents another 
difficulty of the same nature. .The dual basis of calculation in 
ordinary business practice—namely the turnover and periodic in¬ 
come-ratio to the aggregate investment—does not conduce to clear¬ 
ness in comparisons. 3 The conclusion is that the only shares 
which merit attention in theory are Income frdm Labour and In¬ 
come from Property. 

1 See Chapman’s distinction between evolutionary and non-evolutionary laws 
of returns in industry (Outlines, 29th edition, Chap. 12) which Dr. Cannan does 
not think much of. 

2 Consider Marshall’s statement in contrast ”... land has an ‘ inherent* 
income of heat, and light and air and rain which man cannot greatly affect and 
advantages of situation, many of which are wholly beyond his control (Principles# 
8th Edition, 629). See also page 634 for original and acquired properties of land 
and their relative importance. 

3 Marshall, it will be recalled, speaks of the ” scientific necessity for treating 
differently profits and ordinary earnings when . . . discussing temporary 
fluctuations and individual incidents ” (Italics mine, 619-20). 



Theory Of distribution 


349 


Marshall's concept of “ quasi-rent ” is described as “ useless 
in the explanation of distribution/’ It is important to remember 
here that the distinction between short and long periods with 
which Marshall cut so successfully the Gordian knot of the Theory 
of Value does not find a place in the thought of Dr. Oannan. His 
sole preoccupation is with the law of normal shares in distribu¬ 
tion. The whole concept of quasi-rent, on the other hand, arises 
from the lack of correspondence between short-period price and 
the normal expenses of production at the margin and the inevi¬ 
table analogy it suggesls to price determining the rent (see Foot¬ 
note, Principles, p. 424). This misunderstanding ensues in some 
serious statements. 44 But Marshall’s principal aim was always 
the explanation not of distribution but of values.” And again, 
“ Whether classification on this basis can be made useful in the 
explanation of values is arguable, but it would certainly be useless 
in the explanation of distribution.” 

II 

The rate of remuneration of any Agent of Production tends— 
we are told—to equal the net product due to the additional incre¬ 
ment of it applied at the margin. This assumption of a specific 
product ascribable to any one agent has not yet commanded uni¬ 
versal assent. Professor Taussig, it will be recalled, rejects it 
and makes his Theory of Distribution depend on “a basic and in¬ 
dependently determined rate of interest ” (Principles, Vol. 2, 195- 
196; 200-01). Even with those who agree with it, the further 
development of the theory does not pursue the same lines. 

“ The notion of the marginal employment of any agent of pro¬ 
duction ” says the overcautious Marshall, “ implies a possible ten¬ 
dency to diminishing return from its increased employment.” This 
tendency is then distinguished from the similar tendency to dimi¬ 
nishing return from land which is inevitable even when the increas¬ 
ed resources are well-directed . Prof. Pigou is more definite on the 
importance of this law. “ The law of diminishing returns to in- 
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dividual factors of production is quite different from this, and xd 
valid, not merely in some conditions, but, apart from a few un¬ 
important exceptions (?), in all. . . . The more* of it there is, the 
smaller is the quantity of other factors, with which to co-operate 
and from which to derive assistance, that each new unit finds 
available’* (Economics of Welfare, 704). Here again, Professor 
Taussig hesitates to accept this view (Principles, Voi. 2, 13). 
But it is arguable against him that after making a distinction 
between increase of capital along established lines on the one 
hand and inventions and improvements on the other, he tends to 
confound the two. 

At this point, Marshall and Pigou part company. In foot¬ 
note 2, page 518 and foot-note 1 to page 409, Marshall seeks to 
make clear how the assumption of a specific product is reasonable 
because u small change in the quantity of one factor is not likely 
to affect the productivity of other factors, in particular the factor 
of organisation. But Prof. Pigou redefines the net product in a 
manner which throws overboard this limitation. The net product— 
runs the statement — u is equal to the difference between the aggre¬ 
gate flow of physical product for which that flow of resources, 
when appropriately organised, is responsible and the aggregate 
flow of physical product, for which a flow of resources differing 
from that flow Ivy a small marginal increment, when appropriate¬ 
ly organised would be responsible. In this statement, the phrase 
‘ when appropriately organised * is essential.” The reason for 
this change is made convincingly clear in the foot-note to Appen¬ 
dix 3, pp. 931-32, Economics of Welfare. 

It is true that this re-definition of net product occurs in con¬ 
nection with a discussion of the distribution of resources in general 
among the several productive activities of a community—and not 
the application of an increased quantity of any single factor. But 
it is difficult to make out any distinction of principle between the 
two cases. We cannot consequently postulate a tendency to 
diminishing return and base on it the possibility of a specific pro- 
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duct. On the conhury, as iu the particular problem discussed by 
Prof. Pigou, we must accept the probability that increasing* re¬ 
turns or constant returns may give us an equality of net products 
at different levels (pp. 114—BO). Thus the critic is not al¬ 
together unreasonable when In* says, ” The theory that people 
tend to receive as their remuneration tin* marginal net product of 
their services amounts, when analysed, to no more than that they 
tend to get what they tend to get.” 4 

in 

When we pass on to the other side of the theory—Ihe relation 
between the demand-price and supply-price ot an Agent of Pro¬ 
duction, we note a similar inronelusiveiiess. Marshall begins in¬ 
deed with words which are a giave warning against seeking a 
close correspondence in the theory of value when applied to com¬ 
modities and to the Agents of Production particularly laboui. 
” The keynote* of this hook ” says Marshall in introducing the 
Theory of Distribution, ” is in the fact that free human beings 
are* not brought up to their work on the* same principles as a 
machine, a horse* or a slave.” 

Yet, the final conclusion sounds different. ”... An increase 
of wages ” we mid ”... increases the strength, physical, mental 
and even moral of the* coming generation; and that ... an increase 
in the earnings that are* to be* got by labour increases its rate* of 
growth; . . . there is a certain lcve*l of the demand-price which will 
keep them (vigour and numbers) stationary; that a higher price* 
would cifuse them to increase 1 and that a lower price would cause 

4 Rowe* (Wages in Theory and Practice) criticises the theory from a different 
standpoint. While accepting marginal productivity as a mere background, he 
shows that the influence of the organised action of trade-unions after 1884 has 
determined the course of wages in certain industries far more than any other 
factor. He argues that wages in excess of the marginal product tend to evoke 
that productivity by putting the pressure on employers, a small percentage of 
permanent unemployment is therefore a sign of industrial health! 
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them to decrease.” Thus the quantity of labour and the number 
of labourers are made a function of the price paid for this Agent of 
Production. 

As for any immediate increase in efficiency due to increase in 
wages, we may observe that it is a consequence of the general 
poverty of the world only; that after a certain standard of life is 
reached and for the higher grades of work, efficiency loses its con¬ 
nection with income; that the present advantages of high income 
in intelligence, culture, etc., will tend to disappear as education 
and other allied opportunities are made free of access; that the 
quality and quantity of labour are matters predominantly of habit; 
that the non-eeonomic incentives in labour are very important in 
volume; that no definite statement can be made about the elasti¬ 
city of demand for income in general. 5 

As for the relationship between numbers and wages, it would 
be more accurate to believe that in the past and to a large extent 
in the present, non-economic causes, customs and institutions have 
determined birth-rates far more than variations in earnings; that 
the influence of economic causes has been observable on the nega¬ 
tive side only—in increasing death-rates—particularly among in¬ 
fants and in shortening life; that the spread of birth-control among 
the lower ranks of society will soon deprive economic causes of 


5 Economists tend to regard the efficiency of the worker ( as a voluntary and 
conscious product of his will; they have spoken of the importance of organisation 
largely as a matter of the technique of production. But the light which thej 
recent advance of Industrial Psychology has thrown on the significance of Vocational 
Selection, Fatigue, Light, Temperature, Air, etc., makes it abundantly clear that the 
net product of labour could be made surprisingly larger by the adoption of many 
simple improvements which could evoke additional exertions without adding an 
iota to fatigue. For striking examples, see, Drever : Industrial Psychology, Chap. 
7; Harrison : Psychology of Production, 87—89. For Vocational Selection, see 
Tbouless : Social Psychology, 298—320; and Myers : Industrial Psychology. If 
efficiency is thus capable of a large involuntary and even unconscious increase, 
the concept of wages as the return to marginal efficiency becomes still more 
vague, 
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their present power over the numbers of a large section of the 
wor] d-population. 

Henderson is more wise when he says, “ Experience has at 
least destroyed the view that there need be, or even is in Western 
countries, a relation between real wages and the numbers of 
people so close and direct that an improved standard of living 
must be temporary only, doomed to destroy itself by the increased 
population it engenders. One may perhaps go further and say 
that it is doubtful even in what direction changes in remu¬ 
neration will influence the aggregate supply of labour ” (Supply 
and Demand, 146-47). The last sentence is particularly 
noteworthy. 

Equally surprising is the attempt of Marshall to force 
the supply-price of Capital into the frame of his Theory 
of Value in which the forces of supply and demand are 
made to play in the long-run co-ordinate parts. Says 
Marshall : 

u We have seen that the accumulation of wealth is governed 
by a great variety of causes: by custom, by habits of self-control 
and of realizing the future, and above all by the power of family 
affection: security is a necessary condition for it, and the progress 
of knowledge and intelligence furthers it in many ways. But 
though saving in general is affected by many causes other than 
the rate of interest; and though the saving of many people is but 
little affected by the rate of interest; while a few who have deter¬ 
mined to secure an income of a certain fixed amount for themselves 
or their family, will save less with a high rate than with a low 
rate of interest: yet a strong balance of evidence seems to rest 
with the opinion that a rise in the rate of interest, or demand- 
price for saving, tends to increase the volume of saving.” A 
little further, it is pointed out that these changes in the volume 
can take place but very slowly. 

We need not here examine the psychological foundations of 
what haa been called the law of future estimates. It is clear that 
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the conclusion of Marshall rests on the ground that psychological 
forces like the fear of old age and inability to earn, the social and 
other compulsion to make provision for future expected contingen¬ 
cies, fear of destitution of children before they are set on their 
legs, the miser's transfer of interest to the hoard itself, mere 
emulation and pride in accumulation, etc., are in the aggregate of 
less importance in the mind of the representative saver than mere 
family pride which desires to assure a perpetual economic! status 
for the family. Tn contrast, we may cite here the opinion of 
Weisor (Allan & Unwin, Social Economics, pp. 35—39 1 ) who 
makes a distinction between the “ model soc ial economy ” and 
the “ weak economy 99 in the latter of which alone the under¬ 
valuation of the future is present. “ The power of social custom ” 
says he, “ is now sufficient in most cases to hold within bounds 

all such luxury as is bound to endanger future well-being. 

Altruism carries the day against egotism . . . One may thus safely 
say that it is a sound maxim among all peoples of normal develop¬ 
ment to appraise alike the present and the future.” The social 
determination of individual action is indeed the central theme of 
social psychology and ethics to Avhich the non-English economists 
are giving a just prominence. 

Prof. Taussig, as noted already, makes this time-preference 
the (orner-stone of his Theory of Distribution (Principles, Vol. 2, 
pp. 21-22; “ From this . . . improbable.” Pp. 26-27). “ The chief 
evidence ” ho says, ” of such a fundamental supply-price has been 
found in the steadiness of the rate of interest during the modern 
period ” (Ibid., p, 201). Against this, we may set the conclusion 
of a thorough psychological analysis by Professor Dickinson, who 
is a thorough-going behaviourist (Harvard, Economic Motives, 
250—258; 268-69). ” We therefore look upon providence as a 

growing thing and time-preference as variable with time, place, 
and geography, but fending to dimmish in any people whose native 
learning capacity is high. Risk, however, may increase except a$ 
far as the actual hazards .... are reduced by collective action . „ t 
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Not merely growth of knowledge, but positive propaganda is likely 
to raise the general level of providence.” 6 

Henderson is again more cautious in his conclusion—“ It is a 
matter of legitimate doubt whether it is necessary to pay interest 
to secure a supply of capilal; there is no doubt at all that it is 
necessary to charge interest to limit the demand for it . . . There 
is no need to he dogmatic upon any of these points. The psy¬ 
chology of saving is both complex and obscure. Our conclusion must 
be the negative one that we have insufficient evidence to warrant 
the assertion that the particular rate of interest which happens 
to prevail is a measure of the sacrifice involved in saving, even in 
the ease of what we might regard as the ‘ marginal saving . 9 And 
if we cannot assert this, we must be careful not to assume this 
as the basis of other arguments, or as part fit the general analysis 
of price or exchange value (Supply and Demand, 130; 134). 

IV 

The I act that the productive power of man has increased enor¬ 
mously in the course of history and that even with reduced exer¬ 
tions his produce is today very many times greater than it was 
brings into the foregiound another important problem of distri¬ 
bution, namely, the changes in the absolute share** of the Agents 
of Product ion and their relative sluues in the aggregate output. 
For the sake of simplicity of argument, we shall adopt the two¬ 
fold classification of the co-partners in production suggested by 
Dr. Canmui, to whom we owe also the piominenee given to the 
present aspect of distribution under consideration. 

The propositions we have to consider in this connection are 

two: 

(1) The absolute share in the aggregate output of either 


6 It will be recalled that Prof. Pigou regards this time-preference as ‘ irrational ’ 
and presumably as likely to disappear with the advance of the species. See also 
Smart, Theory of Distribution, pp. 205—‘209. 



356 . rftofl. b. k. muSanJaN 

Property or labour will increase if the elasticity of demand for the 
services of either is greater than unity. 

(2) The relative share of either Property or Labour will in* 
create if the elasticity of demand for the services of either is 
greater than the ratio of the aggregate output before the change 
to the share of that output enjoyed by the other Agent—which is 
of course always greater than unity (Economics of Welfare, Part 
5, Chap. 3, Sec. 8 and particularly Eoot-note to p. 710). * 

To take up the first proposition. “ Where two factors ” ar¬ 
gues Prof. Pigou, “ are partly co-operant and partly rival, an in¬ 
crease in the quantity of the one will augment the reward per unit 
and therefore, the absolute share of the dividend, enjoyed by the 
other, if the relation of co-operation between the two factors is 
more important than the relation of rivalry . . . The question is 
.... not one to which an a priori answer can be given ... If we 
consider realistically—and, of course, when what is contemplated 
is a general increase in the supply of waiting and uncertainty- 
bearing, we must imagine the new supplies to be used in an all¬ 
round addition to the existing capital instruments—it is apparent 
that their work is mainly co-operant 7 .... It is not, in the pre¬ 
sent conditions, practically possible that a cause other than inven¬ 
tions and improvements . . . operating to expand the national 
dividend by increasing the supply of capital generally should at 
the same time lessen the real income of labour.’’ We may, for 
the present, grant the argument as to the effect of an increase of 
capital. 


7 Tills conclusion will be true—if the elasticity of demand for the commodities 
to the production of which larger capital is applied is very high or if the cheapness 
of one class of commodities means an increased demand for others; or granting 
that the elasticity of demand for income in terms of effort-price is less than unity 
(an assumption which we find frequently made by Pigou especially in dealing 
with the effects of taxation and which is logically not verifiable) if the increased 
leisure means a corresponding employment of others; or if the new capital is 
only slowly introduced. 
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Pigou’s conclusion regarding tlie elasticity of demand for 
labour raises more difficulties. We are told that there is a certain 
field of personal service in which labour requires no aid from other 
factors (note the implication that * personal services ’ always or 
on the whole augment economic productivity) that on account of 
an increase of labour the reward per unit of capital and conse¬ 
quently the quantity of savings and investments from abroad will 
increase that the increase in the national dividend due to increased 
supplies of labour will augment the capacity to save. “ Hence ” 
concludes Pigou, “ the elasticity of the aggregate demand for 
British labour is greater than the elasticity of that part of the 
demand which depends on British capital alone. It is indeed so 
much greater ( ?) that, with any reasonable* assumption as to this 
latter elasticity, the elasticity of the aggregate demand is practi¬ 
cally certain, from the standpoint oi a long period, which is alone 
in question here, to He immensely larger than unity.” Here 
is a statement which requiio further examination before it can 
be accepted as a sound basis for economic theory (p. 712). 

To consider now the second proposition. It is clear from it 
that, the larger the share of the aggregate output which an Agent 
already enjoys, the huger must be the elasticity of that Agent 
if it is to retain or increase its relative share of the output. This 
conclusion becomes very interesting in the light of the following 
estimate made by Dr. Caiman and largely borne out by American 
and English Statistics of the relative position of Property and 
1 jabour. 

“ Tim measurement of the percentage deducted from the total 
for shares other than earnings is also surrounded by difficulties, 
but it would be simply grotesque for any one to suggest that 
changes in the percentage of deductions can, in fact, have had 
anything like as great an effect on the general level of earnings 
as the change in the productiveness lias had. A not unlikely es¬ 
timate of the percentage of deductions in modern times is 35 per 
cent leaving 65 per cent for earnings.” 

F. 15 
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If this estimate is in the neighbourhood of truth, then, th6 
elasticity of the demand for labour must exceed i.e., must be 

more than 2.8 if it is to retain its present relative position in. the 
distribution of income. It is on the very face of it improbable 
that the elasticity of labour can be anywhere near this high figure. 
If the rate of increase indicated as safe by this figure were actually 
to come into existence in the supplies of labour, the level of earn¬ 
ings would fall down very quickly indeed. We may therefore 
expect that in the absence of any inventions and discoveries, pro¬ 
perty will improve its position at the expense of labour if the 
latter continues to increase and the former remains constant or does 
not increase at the same rate. But as a matter of fact, the improve¬ 
ment in the position of property may set in motion the forces of 
accumulation to a certain extent and restore or establish an 
equilibrium not much different from the one which it will displace. 

A further step in this inquiry would lie to ascertain the nature 
and permanence of the forces which determine this equilibrium 
in distribution in each particular community and the world-com¬ 
munity as a whole. 

An adequate answer to tins question would require a very 
elaborate inquiry. For the present purpose, however, we must 
content ourselves with a few general statements. The equilibrium 
will depend on the pattern of the distribution of income—not 
among the Agents of Production—but among the individual mem¬ 
bers of the community who receive and dispose of the aggregate 
income. In other words, it wall depend on the distribution of 
natural ability and intelligence, which cause unexpectedly huge 
variations in the earnings of persons 8 , on those laws of inheritance 

Prof. Taussig has some interesting remarks to make on this question 
Vol. 2, pp. 130—134. But he takes no aid from the recent advances of Experimen tal 
Psychology in regard to measurement of * intelligence ’ or general ability 
and his discussion is inconclusive. The innate inequalities-making ‘ allowances 
for all special circumstances of each inquiry are revealed to be unexpectedly wide. 
8ee the books already mentioned. 



THEORY OF DISTRIBUTION 


359 


and other nocial institutions which either concentrate or diffuse 
wealth; and on those customs, habits and national character, etc., 
which make one people frugal and another prodigal. A scientific 
inquiry into these facts would surely reveal that, beneath all the 
eddies on the surface of human life, there is a remarkable conti¬ 
nuity and stability in tbe economic texture of every society from 
decade to decade and generation to generation. These subjective 
and objective forces together with the ever restless and unsatis¬ 
fied spirit of invention and discovery have determined that flow 
of the stream of capital which takes but little account of economic 
incentive and grows and ever grows in speed and volume; and 
which consequently ensures a large share for labour. 
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BY 

V. L. D’Souza, 

Professor of Economics , University of Mysore . 

1. Essential Postulates and Preconceptions of Clark’s Theory. 

Professor John Bates Clark is the most distinguished of 
American economists. He has made the most original and strik¬ 
ing contribution to economic theory from the other side of the 
Atlantic. He ranks among* the three or four great theoretical 
economists of the twentieth century. Professor Haney calls him 
the greatest constructive general theorist that America has yet 
produced/ 9 while Professor Seligman says that his writings have 
“ earned for him the reputation of being one of the five or six 
great Anglo-Saxon theorists of the nineteenth century, putting 
him on a level with Ricardo, Senior, Mill, .1 evens and Marshall.” 

Clark’s teaching is embodied in three important books. 
u The Philosophy of Wealth ” (1885) which though not a 
systematic treatise upon economic theory reveals the basic ideas 
and the main trends of his thought. “ The Distribution of 
Wealth ” (1889) on which his reputation chiefly rests contains 
un exposition of static economics and incorporates the main body 
of his contributions to economic thought. “ Essentials of Eco¬ 
nomic Theory 11 (1907) was intended to round off and complete 
the Political Economy of the nineteenth century by an examina¬ 
tion of the laws of progress and the working of dynamic societies. 
The project however could not be carried to completion and in 
the meanwhile he offered in the “ Essentials of Economic Theory ” 
a brief and provisional statement of the progress of industrial 
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societies. Paul T. Homan summing* up the writings of Clark 
says “ Clark may well be supposed to have reached the high peak 
of the development of economic principles by the subtle elabora¬ 
tion of logical processes. The question now is whether economic 
truth is to be arrived at in that way.” 

The difficulty that faced Clark in his search for general laws 
was that the method of experiment which is available to the 
natural scientist was debarred to the economist. He was 
compelled, therefore, like his pjedecessors to use the method of 
deduction. The scientific validity of the system that Clark built 
up depends.to a very great extent on the assumptions and postulates 
which form the basis of that system. 

The starting point of Clark did not differ materially from 
that of the classical economists. The essential postulates of his 
system are similar to those of Ricardo and his immediate followers. 1 
Private property is taken as the basis of social institutions. 
Individual freedom is assumed to be unrestricted and unhampered 
and active competition is assumed to have full sway in all gainful 
occupations. State interference in economic affairs is regarded as 
being confined to the essential functions of protecting property, 
enforcing contracts and maintaining competition. Labour and 
capital are deemed to be mobile and capable of transfer iroin 
place to place or from industry to industry in response to pecu¬ 
niary stimulus. Economic activity is conceived to arise from 
motives to satisfy wants. 

Though the premises of Clark's reasoning are similar to those 
of the classical economists he discards the traditional divisions of 
Political Economy into production, distribution, exchange and 
consumption. To him they are not distinct divisions. The 
production of wealth as it is carried on in organized society is a 
process which embraces both exchange and distribution. The 

1 Vide The Distribution of Wealth, pp. 3—9, 69, 150, 259; Essentials of 
Economic Theory, p, 39. 
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three may be said to be aspects of a large process which cannot be 
scientifically subdivided. Concretely under exchange the values 
of commodities are dealt with, and the laws which determine the 
value of commodities also determine the distribution of social 
income among producing groups, among sub-groups and finally 
among the factors of production within each sub-group. The whole 
of distribution as well as the whole of exchange may be included 
within the organized process of producing wealth. On the other 
hand consumption is a strictly individualistic process. Food is 
produced co-operatively but is consumed by each man for himself. 
Production is a collective operation : it is organized. Consump¬ 
tion is an individualistic operation: it consists in the use by each 
man of what society has produced for him. The one process is 
part of social economy and the other is not. But production and 
consumption are entirely co-ordinate; man acts on nature in the 
former and nature acts on man in the latter. Man modifies matter 
by production and matter modifies man through consumption. Brief¬ 
ly in production man creates wealth and incidental to the creation 
of wealth are the trading and sharing processes that are technically 
termed as exchange and distribution. In consumption man uses 
in an unorganized way the wealth that has been produced by 
organized society. Hence production and consumption exhaust 
the whole economy and constitute the* whole economic process. 

2. Distribution and the “ Natural ” Divisions of Economics. 

Clark draws attention to three distinct kinds of force working 
together in economics. To study each of them separately is to 
resolve economic science into three divisions, the boundaries of which 
are not artificial but are drawn by nature. The three divisions are 
—firstly, the universal phenomenon of wealth the laws of which* 
may be discovered by studying the principles which govern the 
life of an isolated man; secondly, social economic statics disclos¬ 
ing laws operative in a changeless society; thirdly, social economic 
dynamics in which the laws governing the processes of social 
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change are unfolded. In Clark’s words, “ Universal phenomena, 
static social phenomena and dynamic social phenomena are the 
subjects of the three divisions of economic science.” 2 

The universal laws which form the first division of economic 
science act in the economy of the most advanced state as well as 
in that of the most primitive. They are found to exist in isolated 
economy and also in social economy. The producing and consum¬ 
ing* of wealth are always subject to the same general conditions 
and possess the same distinguishing marks. Briefly these 
universal principles are the law of diminishing returns, the distri¬ 
bution of effort between present wants and future wants, the law 
of diminishing utility and the principle of final or marginal utility 
which governs production. Of these the first is a physical law 
and the remaining are psychological, and all of them together 
form the basis and foundation of the completed logical structure 
of Economics. 3 

The second division of the science is concerned with the 
discovery and elucidation of static laws. Says T. N. Carver, 
“ One of ('bilk's special contributions to economic theory is his 
classification of the concept of a static condition. Instead of 
being a mere useless abstraction this concept turns out to be one 
of the most productive ideas ever introduced into economic 
discussion." 4 In " The Distribution of Wealth " (lark confined 
himself solely to the study of static social phenomena. Clark 
was not the originator of the concept of economic statics. The 
term ” natural,” as used by classical economists in connection 
with standards of value, wages ami interest was consciously or 
unconsciously employed as an equivalent of the term “ static.” 
In fact the Political Economy of the century following the publi¬ 
cation of the u Wealth of Nations ” dealt almost entirely with 


2 Vide D. of W M p. 88. 

3 Vide Homan, Contemporary Economic. Thought., p. 50. 

4 Economic Essays in Honour of J. B. Clark, p. 29. 
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static problems. It sought to obtain laws which fixed the 
“ natural ” prices of goods, the “ natural ” wages of labour and 
“ natural ” interest on capital. What was “ natural 99 in 
lticardian theory became “ static ” in Clark’s theory so that the 
two terms may be taken as synonymous. 5 The classical economists 
did not work out the “ natural 99 standards of values and the 
“ normal 99 rates of wages, interest and profits with logical 
completeness. And as Clark observes “ Far more than classical 
economists were aware of is involved in a thoroughgoing study of 
what they called natural values.” 6 

Static, standards of rates, as Hark conceived them, are 
identical with those which would be realised if a society were 
perfectly organized but were free from the disturbances caused 
by the march of progress. The static condition of economic 
society with which (Hark primarily interests himself would ensue 
“ if labour and capital were to remain fixed in quantity, if 
improvements in the method of production were to stop, if the 
consolidating of capital were to cease and it the wants of consumers 
were never to alter.” 7 The aim is to show the rates to which the 
prices of foods, wages of lnlwuir and interest on capital would 
conform if the changes that arc going on in the industrial world 
were to cease. 

A static society, however, is never found. All real and 
natural societies are dynamic. Change and progress are apparent 
everywhere and economic society is constantly assuming new 
forms, discharging new functions. Because of the continual flux 
and change the rates of prices, wages, interest to-day are not 
what they will be ten years hence. Yet the conclusions of a static 
theory are not invalidated. However stormy may be the ocean 
there is an ideal level surface about which the actual surface 


5Essentialp of Economic Theory, p. vi. 

6 Vide D. of W., p. 29. 

7 Ibid tt p. vi. 
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fluctuates. There are likewise static standards to whidh actual 
values, wages and interest tend to conform, however disturbed the 
markets may be. To use one ot' Clark’s similes. Just as a 
pendulum is now on one side of an imaginary vertical line and 
now on the other so also the actual prices are now above the 
standards and now below them. The vertical line coincides with 
the position the pendulum would take if it were under the influence 
of static forces only. Similarly the standards conform to the 
prices which would be established if all changes in the market 
were held in suspense. A static condition is thus an equilibrium 
of forces. 

Forces of progress and effects of change form the subject- 
matter of the third division of economics which Clark calls social 
and economic dynamics. To influences that would act if society 
were in a static or stationary stale are added those which act if 
society were in its natural condition ol movement and disturbance. 
The second set of influences will supply what a static theory 
definitely puts out of consideration, namely, all those changes that 
alter the mode of production and affect the structure of economic 
society. (lark discusses four general changes that are going on 
within the producing organization and he expects that the 
resultant of them would be a betterment in which all (lasses 
would share. These changes are: population is increasing, capital 
is accumulating, technical methods are improving, and the 
organization of productive establishments is perfecting itself 
while over against these (‘Langes in industry is an evolution in 
the wants of the individual consumer whom industry has to serve. 8 
Economic dynamics is the most fruitful field but a knowledge of 
static law is needed as a preliminary to a knowledge of dynamic 
law. He says that as is the case in mechanics, the forces of rest 
must he known before those of movement can be understood. 

Clark’s treatment of the dynamic aspects of economic theory 

$ Vide Essentials of Economic Theory, Ch. 1*2. 

F. 10 
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is brief and tentative. His own work was mainly confined to static 
analysis. The promise to offer a volume on economic dynamics 
and the laws of industrial progress held out when i( The Distribu¬ 
tion of Wealth ” was published in 1899 was never redeemed. 
His “ Philosophy of Wealth ” (1885), however, is a study which 
contains many elements of a true economic dynamics and marks 
out territory which ynus not traversed by his predecessors. In 
his “ Essentials of Economic Theory ” (1907) he made a belated 
attempt “ to offer a brief and provisional statement of the more 
general laws of progress.” 

3. Specific Productivity Theory of Distribution. 

The classical doctrine of diminishing returns on land was 
extended to labour and capital by Clark and therein lay his chief 
contribution to the marginal theory of distribution. Ricardo and 
Mill studied the effect of the application of a ” dose ” of labour 
and capital to a given piece of land and thus the only variation 
consisted of the quantity of labour and capital on the one side 
and quantity of land on the other. Rut the quantity of capital 
only was not varied in relation to a fixed quantity of land and 
labour, nor vas the quantity of labour in relation to a fixed 
quantity of land and capital. Rut Clark conceived the idea of 
varying the quantity of each of the factors while holding the other 
two constant and fixed. Thus the yield of each factor, land, 
labour or capital was brought under the principle of diminishing 
returns and as a consequence the return or remuneration for each 
factor was related to the marginal productivity of that factor. 
All the units of a given factor are assumed to be uniform and 
interchangeable. Variation of the units of labour by one gives 
the marginal productivity of labour which in its turn fixes the 
wage rate. Similarly variation of the units of capital establishes 
the marginal productivity of capital to which the rate of interest 
corresponds. 
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Clark, however, measured productivity in terms of physical 
units. Yet many kinds of commodities are produced and for 
purposes of the exchange of these commodities they must be 
reduced to common units of value. The margin of production 
for labour as well as capital runs through all industries and the 
marginal output of a dose of capital or of labour can best he 
measured in terms of value. Thus the usefulness of a worker to 
an employer is measured not in terms of the benefit which he 
confers upon the concern hut in terms of the money addition 
which he makes to the income of the concern. 

(Mark’s treatment of the supply side of distribution was 
inadequate. (Mark assumes given supplies of labour and capital 
and then measures tlie addition made to the total product by one 
extra unit of laboui or capital. He takes for granted a certain 
quantity of each of the agents and then studies the effect on ihe 
total output oi successive increments of each of those factors. 
(Mark does not go into the question as to how the supply oi the 
factors is obtained and how they happen to he combined in the 
proportions in which they are actually found. The supp'lx of 
labour and capital is taken as given and as already existing in then 
present forms and quantities. But in real life and also for 
purposes of economic analysis the determination of supply is also 
ail essential factor in price fixing. MMie supply of a factor 
is not, as Clark seemed to assume, a passive affair in which any 
quantity will be offered irresponsive of price. The supply of the 
factors is a function of price and the supply varies as the price 
varies. The contribution of Clark to the theory of distribution is 
analogous to the contribution of the Austrian school to the theory 
of value—the demand schedule for labour and capital based on 
marginal productivity of the factors in the case of Clark, the 
demand schedule based on marginal utility in the case of the 
Austrian school. Clark argued as though the relative supply of 
each factor were a matter of caprice and unaffected by the price 
paid for it. He did not realise that supply would depend upon 
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and move in response to the return made for the marginal unit. 
If the change in the remuneration of labour or capital altered the 
supply also would alter and along with it the marginal produc¬ 
tivity of ihe factors. To complete ihe theory of distribution we 
must cany the analysis beyond the stage of marginal productivity 
reached by (-lark: we must construct supply scheduler of the 
factors and study the effects of varying sets of supply schedules . 9 

Further the determination of ihe separate and specific pro¬ 
ductivity of the different co-operating factors offers a serious 
difficulty. In fact it is the crux of the problem. What is the 
meaning of the assertion that out of the distribution of a joint 
product the different- productive agents receive the precise 
equivalent of the value which they have contributed ? Can this 
precise productivity be arrived at otherwise than by sheer reference 
and appeal to what they get:' Production goods and capital 
instruments are complementary and no separate and specific 
significance can be ascribed to any one item. The increase in the 
product- may be due not so much to the new item as to the 
“ togetherness ” of all of the co-operating factors. Says 
Davenport, “ In the competitive economy all possibility of 
ascription of a single productive significance to any productive 
item disappears; the entrepreneurs being different in equipment 
and in degrees and kinds of skill, each item has as many different 
productive potentialities as there are different productive 
complexes. There can, therefore, be no one degree of productivity 
assignable as the specific productivity of any particular item; 
and there is no warrant for supposing that the hire paid by the 
successfully bidding entrepreneur coincides with even his own 
appraisal of the prospective increased efficiency of his productive 
complex .*' 10 The fundamental error in the analysis is traceable 
to the assumption that the marginal utility analysis which is 

9 Vide Economic Essays, Elasticity of Supply as a Determinant of Distribu¬ 
tion by P. H. Douglas, pp. 70—138. 

10 Vide Davenport, Value and Distribution, Ch. XXII, p, 476. 
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applicable to individual man can be carried over to society as a 
whole and also that the method of competition valid in the case 
of consumption goods can safely be applied to production goods. 

*T. A. Hobson, the author of “ Economics of Distribution 99 
also attacks the notion that it is possible to isolate and measure 
the separate- productivity of anyone of the factors when applied 
as doses or increments. He denies that any entrepreneur, e.g., 
a farmer, deciding to employ a fifth labourer can properly regard 
the resulting increase of product as representing the specific 
productivity of the fifth man. For in the first place it may 
happen that by the addition of the fifth man the new product is 
less than five-fourths of the old product thereby showing that the 
employment of the fifth man who by assumption is as productive 
as the others and on that account is paid the same rate as the 
others has lowered the effectiveness of each of the other men. 
Secondly, the increase in product may be attributed not so much 
to the exertions of the fifth man as to the utilization of a fraction 
of the marginal ability of the employer which had hitherto run 
to waste. Third! y, as it usually happens the dose* applied are not 
doses of labour solely but doses which individually consist partly 
of labour, partly of capital and partly of land. The dose is 
thus a land-labour-capital composite and the increase in product 
is to he attributed to the composite dose and not to any particular 
part of it. 

4. Shares in Distribution, Functional, not Personal. 

While the attention of economists was centred on the marginal 
utility theory of value, Clark was making a scientific attempt 
to apply the concepts used therein to the problem of distribution. 
In fact Clark followed out and completed in the theory of distri¬ 
bution a body of doctrines which had already found acceptance 
in the theory of value. His efforts were directed to discovering those 
“ natural laws ” which apportion the income of society among 
the different claimants. The main thesis of his “ Distribution of 
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Wealth ” was to show that the division of the income of society 
is controlled by a natural law, and that this law, if it worked 
without friction would give to every agent of production the 
amount of wealth which that agent creates. His study amounts 
to an analysis of functional distribution, that is to say, the agents 
of production obtain an income in accordance with their per¬ 
formance of certain productive functions in the economic organi¬ 
zation. It has no concern with personal distribution which is an 
examination of the claims of individuals as distinguished from 
inanimate agents upon the social income. He thus propounds 
his main thesis, “ Where natural laws have their way, the share 
of income that attaches to any prodnetive function is gauged by 
the actual product of it. Tn other words, free competition tends 
to give labor what labor creates, to capitalists what capital 
creates, and to entrepreneurs what the co-ordinating function 
creates. The entire study of distribution is, in this view, a study 
of specific production. It is an analysis of the wealth-creating 
operation, and a tracing to each of the three agencies that 
together bring wealth into existence of the part which it separate¬ 
ly contributes to the joint result. To each agent a distinguish¬ 
able share in production, and to each a corresponding reward- 
such is the natural law of distribution .” 11 

According to Clark distribution has three stages: the division 
of social income among various groups of industries, secondly, 
among sub-groups in each industry and thirdly, among the factors 
of production within each sub-group. The first two processes are 
controlled by the market price of the articles produced while the 
last process is governed by productivity, labour and capital 
tending to get what each separately produces. The last process 
is the stage at which functional distribution takes place. 

Wages in a static state are the specific product of labour. 
In order to distinguish the specific product certain technique has 


XI Vide D. of W., p. 3, 
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to be adopted. For all appliances of production there is an 
extensive margin of utilization as well as an intensive one. These 
two margins constitute what Clark culls a zone of indifference, 
because an employer lias no inducement in the shape of increased 
earnings to lake new men into the zone or discharge some men 
that are already there. The product of labour on the zone may 
be measured and the measurement is the natural standard of wages 
ior labour. All units of labour will be paid the same rates as the 
marginal units, I hat is, those employed on the zone of indifference. 
All units are interchangeable in the sense that if a labourer 
engaged in an essential task were removed the remaining workers 
would be shitted in such a way that the essential task would he 
done and the least essential would he left undone. Thus the 
effective importance of one unit of labour is no more and no less 
lhau that of any other. Consequently one unit of labour will 
not be paid more or less than another and all units will be paid 
according to the product of those, engaged oil the zone of indifference 
in performing Hie least important task. In a word final produc¬ 
tivity governs wages. 

Claik regards labour as a permanent force—a fund of human 
energy that never ceases to exist and to act. Men are perishable 
but labour is permanent. Tt is represented today by one set of 
men and tomorrow by another but labour as a fund—social labour— 
is permanent and self-rep]enishing > and lives by perpetual trans¬ 
ference from one sot of concrete embodiments to another. In a 
static society the units of social labour which have the capacity 
to move to any point in response to pecuniary stimulus will have 
completely adjusted themselves and no further movement is called 
for. “ There is mobility without motion.” The result is that the 
pay of labour in each industry tends to conform to the marginal 
product of social labour employed in connection with a fixed 
amount of social capital as such. 

Capital like labour is permanent as well as mobile. Capital 
and capital goods must be distinguished. Capital is a fund of 
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productive wealth while capital goods are the concrete appliances 
of industry: the former is permanent while the latter is perish¬ 
able, the former is mobile, the latter is far from being so. The 
fund of capital originates through “ abstinence 99 but is self-sus¬ 
taining and self-perpetuating because it creates a product with 
which to replace instruments as they become worn out. 

The income of capital is interest. The principle of diminish¬ 
ing returns and specific productivity as in the case of labour comes 
into full play and the action of the principle is tested by the device 
of adding or subtracting an increment of capital in an otherwise 
changeless situation. Subtract the total product of the combina¬ 
tion re-inforced by the additional unit of capital from that of the 
combination without the additional unit and the result will show 
the actual product of the final or marginal unit. Under static 
assumptions the units of capital are interchangeable and every * 
unit will therefore be equally productive over the whole field of 
industry. The interest therefore is measured by the specific 
product of that unit of capital which for the time being is applied 
at the margin. Perfect adjustment of capital and labour through 
the interplay of free competition and economic stimulus having 
been reached there is no further movement. Everything is in 
balance and equilibrium has been reached: there is mobility of 
capital but not movement of capital goods. 

Clark drew a sharp distinction between capital and capital 
goods because propositions that are true of the one are not true 
of the other. The earnings of capital goods are rent while the 
product of capital is interest. Make an inventory of all the con¬ 
crete instruments of production that the world contains and /set- 
down against each article the sum that in a year it can. 'earn for 
its owner; add together all these sums and the grn>s» amount is 
the total income received by the owners and is- called rent. Again 
make the same inventory of capital gpa#U as before and append 
to each article the value that it embodies; add together all these 
values and the grand total is the? permanent capital of the world; 
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to get the amount of interest find what part of itself this fund will 
earn in a year and to get the rate of interest strike a ratio between 
the value of the capital and the value of the product which it has 
produced. In the words of Clark, “ Rent is the aggregate of the 
lump sum earned by capital goods, w hile interest is the fraction 
of itself that is earned by the permanent fund of capital .” 12 It 
appears then that rent and interest are identically the same in¬ 
comes. In the one case income is expressed as an absolute amount 
or a lump sum, tuneable to various concrete-capital goods; in 
the other it is expressed as a rate or a ratio of the value of the 
true capital which the concrete instruments embody'. Where 
static adjustment is complete and where the competitive forces 
have made capital everywhere equally productive total interest 
equals total rent. 

Clark widened the meaning of the term rent beyond that of 
the orthodox Knglish economists and made it applicable to the 
sum earned by outward and material instruments of production of 
any and every kind. To him the rent law is universal . 13 He de¬ 
parted from the customary treatment of rent as a unique source of 
income. Land was simply one of the forms of capital goods and 
the differential formula of Ricardo which was hitherto applied to 
land alone was now applied by Clark to the earnings oi the fund 
of permanent capital and of the whole force of social labour. If we 
take a fixed social capital and supply labour unit by unit the labour 
will be subject to the law of diminishing returns, each unit creat¬ 
ing a surplus over the product of the last: the sum of these sur¬ 
pluses is the rent of the fund of fixed social capital and equals 
total interest. If we take a Hxed amount of labour and supply 
capital unit by unit, the capital will be subject to the law of 
diminishing returns, each unit creating a surplus over the product, 
of the last unit: the sum of these surpluses is the rent of social 


*2 Vide D. of W., p. m, 

13 Vide Haney, History of Economic Thought, J>. (5‘22. 

F. 1 ? 
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labour and equals total wages. In a static state the two rents 
make up the whole of the social income. Says Clark, “ It is one 
of the most striking of economic facts that the income of all labour 
on the one hand, and of all capital, on the other, should be thus 
entirely akin to ground rent. They are file two generic rents, if 
by that term we mean differential products; and the earnings of 
land constitute a fraction of one of them .” 14 

>In the effort to treat land as only a special form of capital 
Clark has to contend with several difficulties. Ixind unlike capital 
is not fhe result of abstinence. Land unlike capital cannot shift 
its form. The ownership and use of land have an ethical signi¬ 
ficance and a social import which mark it off from capital goods. 
Since Clark deals with a static state many of the difficulties which 
really apply fo land under dynamic conditions lose their force. 
And since (hark deals with functional distribution the difficulties 
arising from ownership and use which really belong to personal 
distribution may be ignored. These difficulties apart land is part 
of capital: it is mobile in the sense that it can be put to the most 
productive use; it is subject to the law of diminishing returns in 
the sense that it can be so distributed between one crop and an¬ 
other, between village, pasture and building that a maximum total 
product is obtained . 15 

The generally accepted doctrine that rent does not enter into 
price is disputed by (-lark . 16 He argues that the rent of any con¬ 
crete instrument is primarily its product considered in kind. This 
product must enter into the supply of goods on the basis of which 
the price of goods is determined. What the classical economists, 
says Clark, have really shown is that the destination of rent makes 
no difference to price. If their reasoning could prove that the 
rent of land does not enter into price the same reasoning would 

14 Vide I). of W., p. 191. 

15 Vide Homan, Contemporary Economic Thought, p. 70. 

15 Vide D. of W., Oh. XXIII. 
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also show that neither wages nor interest would enter into price. 
All real rents are quantities of actual goods placed on the market 
and in the market they affect supply and through supply the 
price . 17 

Finally, (-lark drew attention to the large unifying principle 
to which his static laws of distribution conformed. “ So all-em¬ 
bracing, indeed, is it that it dominates economic life. It may be 
called a law of variation of economic results; and if it were stated 
in its entirety it would give unexpected unity and completeness 
trf^the science of economics. It would explain at the same time 
values, wages and interest. nig This universal principle is the 
law of diminishing returns. It operates in the field of production 
and consumption, exchange and distiihution. That the laws of 
distribution duster round a common centripetal principle is really 
the achievement of Clark. 

Clark, however, adopts the narrowest view of distribution. 
Me is content with an investigation of the rates of pay of the 
various factors of production: in what way the wages of a man’s 
labor, the interest on his capital and the return for the entrepreneur 
function that he undertakes are fixed. But he takes the amounts 
of the various factors owned by a particular person for granted 
and makes no investigation concerning them. And the causes 
which determine tin 4 distribution of the various amounts of the 
factors among different persons are entirely neglected. Any 
theory constructed on these lines must of necessity be incomplete 
and one-sided. 

Moreover his thesis that the distribution of the income of 
society is controlled by a natural law and that this law, if it work¬ 
ed without friction would give to every agent of production the 
amount of wealth which that agent creates is made to justify the 
existing structure of society. For if each factor obtains its own 

17 Ibid p. 858. 

16 Ibid., pp. 208 and 209. 
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product, that which it can ho said separately to produce, then the 
present division of income is “ just ” and men can have no quarrel 
with it. Arguments of this sort, says Dalton, aptly illustrate the 
lack of imagination which is likely to result from so narrow a 
conception of fhe problems of distribution. Even if Clark’s thesis 
that each man receives what he produces were established there 
still remains the question why one man is able to produce so little 
and another so much. Naturally the existing social arrangements 
which are responsible for the inequalities of productive power are 
unjust and must be changed. The disparities and differences 4» 
income cannot be explained away by the theory of a specific pro¬ 
ductivity in spite of the skill and subtlety with which Clark 
develops it. 19 

5. Revision of the Concept of Capital. 

Clark was in revolt against the spirit and trend of the old 
political economy. He was dissatisfied with the doctrines of the 
classical economists and was determined to reform and icoast their 
views on the fundamentals of the science. Perhaps no doctrine 
that Clark enunciated has had such effect on subsequent economic 
thought as his reformulation of the capital concept. Fetter de¬ 
clares that the publication of (lark’s monograph, “ Capital and its 
Earnings ” marks one of the important milestones in economic 
thought. 20 

Clark pointed out that economic science was labouring under 
two unlike conceptions of capital both of which were used indis¬ 
criminately. Clark sought to clarify the two concepts and dis¬ 
tinguish them by separate names. He calls capital in the abstract 
sense u pure capital.” Tt is in the nature of a fund or a single 
entity which is common to all the tangible forms of capital. To 
use his own words, “ it is the value that a businessman invests in 

19 Vide Dalton, Inequality of Income, pp. 115, 116, 117. 

20 Vide Economic Essays, p. 187 
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the various instruments and appliances lie uses.” “ Pure capital ” 
must be distinguished from “ concrete capital ” which consists of 
tangible goods and materials. It covers not only the produced 
means of production but, also all natural agents. Thus land in all 
its forms is a part of “ concrete capital.” Just as Clark widened 
the conception of “ concrete capital 99 so as to include natural as 
well as artificial goods so also he widened Ihe conception of the term 
rent beyond that of the classical economics so a.s to make it appli¬ 
cable to the earnings of the instruments of production of any and 
every kind, he it land 01 tools or machinery, i.e., the earnings of 
“ concrete capital . 99 According to Clark the phenomenon of rent 
is of universal application. The earnings of “ pure capital M were 
c alled “ interest M and these earnings were expressed as a percen¬ 
tage of the value of pine or abstract capital. In a word, all con¬ 
crete goods yield lent and all pure capital yields interest. 

These ideas departed greatly from the prevailing views on 
capital and disturbed the complacency ot the classical economic 
theory. The accepted theory of distribution made a sharp division 
between land and capital, between a factor that was natural and 
one that was artificial, between one agent which earned rent (of 
land) and another which earned interest (on capital), (.-lark’s 
doctrine ignored such a sharp division between land and capital, 
vent and interest. In accordance with bis doctrine which appear¬ 
ed revolutionary at the time he reshaped the structure and form 
of the theory of distribution. 

Clark’s concept of capital has lmd a lasting effect upon eco¬ 
nomic thought. It has attained a very large measure of acceptance 
both in America and England. Taussig, Seager, Hadley, Fisher, 
Seligman, Bye, Boucke have all come under the influence of the 
valuation concept of capital and all in their own way with more 
or less clearness contrast capital as ownership and capital as means 
of production, capital as value, price or sums of money and capital 
as concrete goods although the traces of the older conceptions of 
“ natural ” land and “ produced ” capital are still found in the 
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pages of nearly all these writers . 21 Marshall showed acquaintance 
with J. B. Clarke’s works. In his “ Principles 99 Marshall offers 
to the reader a veritable ma-ze of his notions on Capital. The 
reader must take liis choice among various contradictions. His 
treatment of capital varies between the notion of capital as con¬ 
crete goods and capital as a valuation concept. He makes several 
attempts to reaffirm and reassert the Ricardian theory and yet in 
all his discussions of price and of business problems makes use of 
capital as an individual concept expressed in terms of value . 22 The 
most recent thought on capital has run along the lines laid down 
by (-lark. Summarising tbe recent tendencies Fetter says, 
“ Capital is essentially an individual, acquisitive, financial, invest¬ 
ment ownership concept. It is not coextensive with wealth as 
physical objects, but rather with legal rights as claims to uses 
and incomes. It is or should be a concept relating unequivocably 
io private property and to the existing price system. Social 
capital is but a mischievous name for national wealth. The so- 
called, misnamed, “ interest problem ” is not to be conceived of 
as correlated with a narrow class of artificial goods but rather as 
the time-value element permeating all cases of valuation of groups 
of uses differing in time .”' 23 

The valuation principle of Clark is, however, open to attack, 
for carried to its logical conclusion the principle leads to some 
absurd results. To bring out the futility to which the valuation 
principle is exposed when pushed to its last consequences Taussig 
who in the main follows the doctrine of Clark quotes several in¬ 
stances such as a public debt, an unused patent right, an annuity 
nay a human being in so far as he is an instrument of production 

21 Vtde Taussig, Principles of Economics, Vol. 2, p. 115; Seager, Introduction 
to Economics, p. 108; Hadley, Economics, p. 5; Fisher, Nature of Capital and 
Income, p. 3; Seligman, Principles of Economics, pp. 17 and 204; Bye, Principles 
of Economics, p. 24; Boucke, Principles of Economics, pp. 95 and 370. 

22 Vide Marshall, Principles, pp. 133, 137 , 284 , 492 , 513, 615 , 648, 790. 

23 Vide Economic Essays, p, 156. 
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which are entitled to he called capital. They can be measured 
in terms of value and the return from them all even including* re¬ 
turn from labour may be considered as “ interest .” 241 

6. Profits, the Result of Dynamic Change. 

Profit, according to Clark’s analysis, is not determined by 
the general principle of distribution, viz., marginal productivity. 
That principle assigns the entire product of socialized industry, 
under static conditions to labour and capital and thus leaves the 
entrepreneur shareless and without remuneration . 25 Businessmen, 
so to say, are endowed with an uncanny knowledge of every source 
of profit, that is to say, every market in which goods may be sold 
at more ihan their cost. Rivalry in exploiting such markets will 
force down juices until the source of profit is dried up. Under 
slatic conditions there will be no incentive for business people to 
migrate from one field of endeavour to another because the ad¬ 
vantages of producing the commodity in question through the 
operation of free competition have been equalized. Where there 
is complete static adjustment profits disappear and buyers pro¬ 
cure their goods at cost. The prices that ]>revail come to be pre¬ 
sented as cost prices. To quote from (-lark, “ Cost juices are, of 
course, no-profit prices. They afford, in the case of each article, 
enough to pay wages for the labor and interest on the capital that 
are used in making it; but they give no net surplus to the entre¬ 
preneur, as such .” 26 

Distribution, as (-lark conceives it, is primarily functional 
rather than personal. And a separation of economic functions 

is regarded as essential in the analysis of distribution. Clark 

to Vide Taussig, Principles, p. 119. 

For an extreme application of Clark’s doctrine see Fisher, Elements of 
Economic Science, Ch. XXIV, para 1. 

25 Vide D. of W., pp. 77, 78, 79. 

26 Vide D. of W., pp. 78, 79. 
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recognises three distributive economic functions: that of the 
labourer, the capitalist and the entrepreneur. The entrepreneur 
whose function it is to organise production and co-ordinate the 
agents receives some compensation. His reward is merely a species 
of wages, or payment for organizing ability and contains nothing 
in the nature of a surplus. In a word the entrepreneur gets what 
the co-ordinating function creates for the simple reason that where 
natural laws have their way the share of income that attaches to 
any productive func tion is measured by the actual product of it. 

(lark, however, does not deny the existence of profits. Ac¬ 
cording to his analysis profit owes its origin to dynamic changes 
in tlit^ producing organization. It constitutes a residuum which 
goes to the entrepreneur only because the law of distribution 
operating under dynamic conditions does not apportion it to labour 
and capital. Pure profit appears as the result of a disturbing in¬ 
fluence and then slowly vanishes as competition resumes its full 
sway. As static standards tend to re-establish themselves profits 
become a vanishing sum. The competition of those who succeed 
the pioneer forces him to part with his profits to the rest of the 
community; and this he does Either directly in higher wages and 
interest or indirectly through lower prices to the consumers, a 
process by which profits continually tend to be distributed over 
the community. As C^ark himself expresses it, ” Profit is the 
universal lure that makes competition work; and the ultimate 
goal is no-profits rate.” 27 

Clark’s contention that there are no profits in a condition of 
statical equilibrium is assailed by 0. A. Tuttle who develops a 
functional theory of profit on the lines of Clark's functional theory 
of distribution,® 8 What is the prize, Tuttle asks, which lures men 
in static industry to assume the function of business ownership P 


JIB Vide Economic Essays, h l'unctionttl theory of !*roiita by 0. A, Tufctle, 
pp. JJ21— 

ti Vide Clark, IK ai W., pp. Ill, 17tf, 4U0~.UU. 
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Through the mechanism of competition the marginal opportunity 
for say, equal units of labour becomes adjusted. On the margin 
the labour's product is specifically due to the exertions 
of labour. The product in question determines the rate of wages. 
But the surplus product resulting fiom units of labour placed 
in supra-marginal opportunities within the business is not entirely 
labour’s contribution. Labour is entitled to the marginal product 
multiplied by the number of units employed. The remainder or 
the differential is clearly to be attributed to the exceptional quality 
of the opportunity in which labour is placed. Since all the labour 
opportunities within the business belong to the entrepreneur the 
differential clearly belongs to him and constitutes liis functional 
share. It is economic profit. The same reasoning applies to 
capital which also by a similar process generates economic profit. 
Thus in static industry economic profit exists as the distinctive 
functional income of the entrepreneur The law ot marginal 
productivity which senes to determine economic wages and eco¬ 
nomic interest will at the same time serve to identify economic 
profit as the functional income of the entrepreneur. 

(’lark’s theory that profit is a result ot change in economic 
conditions is also nan owl % conceived. The “ dynamic changes ” 
that (’lark speaks of may he of two kinds, viz., those which can 
be foreseen and foreknown a sufficient time before they take place 
and those that are wholh unexpected and unpredictable. The 
latter are by far the least important part ot the dynamic 
changes that occur in economic life although the rLk and un¬ 
certainty that characterise them may ultimately yield profits to 
the entrepreneur. But most of the changes are ot the kind which 
may be foreseen and foreknown or which take place continuously 
in accordance with laws generally and accurately known so that 
their course may he predicted as far into the future as the occa¬ 
sion demands. It is evident that with general foreknowledge of 
progressive changes in economic life no chance to make profits 
will arise out of them. In fact it is the first principle of scientific 


F. IK 
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speculation and tlx© very basis for the capitalisation of anticipated 
increase in values. The change being foreseen its effect will be 
“ discounted ” in advance—a situation which admits of no risk 
and no uncertainty and offers no chance for the emergence of 
profits. A society may be dynamic, changing and progressive 
and yet the prices may be “ natural ” in the sense that they cor¬ 
respond to costs and leave no room for profits. 

Changes then are not always, certainly not in the majority of 
cases, the cause of profit. For whenever the law of the change 
is known profits cannot arise. But change may cause a situation 
out of which profits will be made and this is a change which 
cannot be foreseen and predicted. The fact that change is a 
necessary condition of our being ignorant and uncertain of the 
future has given rise to the error that change in itself is the cause 
of profit. Change may take, place without profit but no profit can 
arise in the absence of those changes the cause and c ourse of w r hich 
lie beyond the ken of the entrepreneur. The subject of risk re¬ 
ceives scant attention in Clarke theory. Except for casual refer¬ 
ences he seems to be unaware of the importance of uncertainty¬ 
bearing and risk-taking and the ‘special remuneration that attaches 
to it. In the words of F. H. Knight, “ Tt is not dynamic change, 
nor any change, as such, which causes profit, but the divergence 
of actual conditions from those which have been expected and on 
the basis of which business arrangements have been made. For 
a satisfactory explanation of profit we seem to be thrown back from 
the “ dynamic ” theory to the “ Uncertainty of the Future,” a 
condition of affairs loosely designated by the term “ risk ” in ordi¬ 
nary language and in business parlance.”® 


® Vide F. H. Knight, Bisk, Uncertainty and Profit, p. 88- 
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The Need for Regulation. 

The chief reasons for subjec ting Hanking to Government regu¬ 
lation are not far to seek. In the first place, Banking gives such 
a tremendous power that is inherent in the control of funds avail¬ 
able for loaning purposes that it has been regarded as a business 
of semi-public nature. And some have even gone to the length 
of proposing that all banking business should be conducted by the 
State. While it is true that private banking has not been abolish¬ 
ed, the numerous disastrous failures of such institutions have 
sometimes led to proposals being put forth for its elimination. 
Secondly, the whole struct me of banking rests on the foundation 
of the confidence of depositors and once that is shaken the entire 
structure is liable to fall to the ground. Hankers largely deal in 
other peoples 1 money and a large proportion of the floating wealth 
of u nation is in the hands of its hankers, and it is, therefore, con¬ 
sidered essential so to regulate the business as to provide least 
opportunities for the weakening of the public confidence in these 
institutions. Thirdly, Government supervision of banking is con¬ 
sidered necessary owing to its relation to the entire economic 
structure of a country. Not only the safety of individual banks is 
linked with the safety and prosperity of the system as a whole— 
and consequently in certain countries they have in the absence of 
Government control evolved a machinery for controlling themselves 
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as one system 1 —but also ihc industrial and the commercial pro¬ 
gress of a country is largely dependent upon them. 

Laissez faire Policy in Banking. 

A student of the history of Indian Finance during the last 
hundred years or so cannot but. notice the effects of the political 
connection between India and England on the financial organisa¬ 
tion of this country. The laissez faire policy of the State in the 
matter of her economic* organization in England is almost without 
change reproduced here and even to-day India cannot be said to 
be a protectionist country as her tariff is very largely based upon 
revenue consideration. The same policy has so far guided the State 
in regard to her banking organisation. It has Iveen so in spite 
of the tact that just belore the Great War India passed through 
a very severe banking crisis. Among other things, for want of 
prudent management no less than 54 banks failed between Novem¬ 
ber 1913 and December litl4 and as many as 154 banks bad to 
close their doors between 1915 and 1927, the latter year account¬ 
ing for sixteen. These several failures put back considerably the 
development of Indian Unliking, There were, of course, bank 
failures in other countries too, but they served them as eye-openers 
which does not appear to have been the case in India, if one is to 
judge by the Jact that no serious step has yet been taken for pre¬ 
venting the repetition of the occurrences which upset the credit 
organisation of this country nearly two decades ago. It is, how¬ 
ever, hoped that the Hanking Enquiry Committee appointed last 
year has devoted special attention to this problem. This apathy 
in India on the pari of the State may be explained by the fact 
that in England there is no State control over the banking sys¬ 
tem. but the analogy of the English banking system should not 
hold good with India. The English banking system is the result 
of an experience of more than a century with the consequence that 

1 Vj. The Canadian bankers’ Association. This body, incorporated in 1900, 
however, acts under the authority of the Dominion Treasury board. 
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it is so well founded and its business is so well conducted that any 
special banking legislation is rendered not quite essential for it. 
The same thing cannot he said of the joint stock hanks in India. 
In her special circumstances, such as the illiteracy of the great 
bulk of her people, the slow growth ot the banking habit, the lack 
of trained skill, the paucity of banking offices and the absence* of 
a central banking institution, special legislation regulating her 
hanking organisation seems very necessary. It is true that there is 
no legislative road to banking paradise and regulation alone can- 
no! bring aboul a well-organised system of banking but there can 
be no doubt that, by prescribing and enforcing a certain standard 
of management and bv placing a cheek on the dishonesty of 
managers and directors, 2 instance's of which were brought to light 
during the bank failures of 1913—lf>, legislation will inspire pub¬ 
lic confidence and accelerate tlie development of bunking on sound 
lines in the near future. 

Existing Banking Legislation. 

Joint stock banks in India are at present govern eel b\ the 
Indian Companies Act, 1913, which distinguishes between banks 
and other companies only in a few matters. Section 4 of tin* said 
Act. requires that, when more* than ten partners wish to do bank¬ 
ing business, they must form a company and get it registered under 
the Act. Section 13b la>s down that (*verv limited banking com¬ 
pany or an insurance company or a deposit, provident or a benefit 
society should before it commences business and also on the first 
Monday in February and August in every year must publish a 
statement in a prescribed form and a copy of this statement should 
he continuously displayed at the registered office and every branch 
office of the company until the next following statement is pub¬ 
lished. In the form of balance sheet prescribed for banking com¬ 
panies, debts for which the bank bolds merely personal securities 
are required to be shown separately from those that are fully se- 

2 “ Shady Banker Scandal,”—The Statesman, October ‘20. 1929. 
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cured and the sub-head “ Provision for Bad and Doubtful Debts ” 
in the coliunn headed “ Capital and Liabilities 99 is deleted. 
In the column headed “ Property and Assets ” in the sub-head 
Book Debts, only Book Debts other than bad and doubtful debts 
of a bank for which provision has been made to the satisfaction 
of the auditors are required to be shown. 3 In the matter of in¬ 
vestigation into the affairs of joint stock banks by Local Govern¬ 
ment, it is necessary that the application must be signed by 
shareholders representing at least one-fifth of the subscribed capital 
though in case of other companies an application from shareholders 
representing one-tenth of the total subscribed capital will do. 
The brief explanation of the legal position of joint stock banks in 
India given above will clearly show that legislation has so far 
paid very little attention to them. 

History of the Attempts in Favour of Banking Legislation in India. 

The Indian Industrial Conference held at Karachi in December 
19'13 passed a resolution proposed by Sir 1). E. Wacha, the Grand 
Old financial expert of India, favouring the introduction of bank¬ 
ing legislation in this country. *■ The main recommendations of the 
conference in this connection were as follow:— 

(a) The use of the term banking should be restricted to 
banks registered under the Indian Companies Act. 

(h) All banks doing business in India except those created 
by special statutes should be registered under the 
Indian Companies Act. 

(r) At least one-third of the minimum subscribed capital 
must be paid up within six months of the registra¬ 
tion. 

(d) The Registrar of Joint Stock Companies should be 
authorised to refuse to register as banks companies 

3 Government of India (Commerce Department) Notification, dated the 29th 
March, 1927, 
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whose articles of association permit them to engage 
in business other than banking. 

(<■) No bank should be permitted to make advances against 
its own shares unless they were fully paid up. 

After the bank failures of 15)13—15 the unwisdom of Ihe policy 
of laiaaez fa ire in banking matteis in this country was realised and 
the Government of India invited the opinion of I/ocal Governments 
and certain commercial bodies, majority of whom is reported to 
have favoured the proposal to impose certain restrictions to ensure 
safe and prudent banking. 

In 1920, at the instance of the lien gal Chamber of Commerce, 
a committee considered the question of banking legislation and 
proposed a certain minimum paid-up capital and the strengthening 
of the bank audit. The Chamber, however, suggested the post¬ 
ponement of the consideration of the question on the ground that 
a similar investigation was being made in the United Kingdom 
and consequently no action was taken. The matter was brought 
up in the Indian Legislature and the Government gave the 
assurance that, legislation would he undertaken if they felt the 
need for it. 

Main Object* 

In making the following suggestions it is the intention of the 
writer that the object of the legislation should be to ensure the 
maximum of efficiency with as lew restrictions as possible, vso that 
it may help to improve the position of banking in India ami not 
to retard its progress. The suggestions made are meant mainly 
for the Indian Joint Stock Commercial Banks and the Imperial 
Hank of India may continue to be governed by its special Act. 
Banking legislation may wull aim at the following objects:— 

1. Proper organisation. 

2. Efficient management. 

3. Reasonable supervision. 
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1. Protection of banks against dishonest misrepresentation 
of the officers of a bank. 

5. Regulation of Foreign banks doing* business in India. 

1. PROPER ORGANISATION 

Restriction of the Use of the Terms “ Bank 99 and “ Bankers. 99 

4 The business of banking is delicate. It rests on the con¬ 
fidence that people repose in it. It is, therefore, desirable that it 
should be marked off from any other kind of business. Banking 
is incompatible with any other kind of business. It needs great 
caution while adventure is the essence of other kinds of business, 
e.g., commerce. The Bank of llindostan failed because it was a 
mere appendage to the commercial firm of Messrs. Alexander & 
Go. 4 Actual or possible losses in trade or rumours to such effect 
are bound to react unfavourably on the hanking business of a con¬ 
cern. With a view to make this distinction effective, it is pro¬ 
posed that the terms “ bank," “ banker " and " banking busi¬ 
ness " shall not be applied to concerns other than those registered 
under the proposed Indian Banking Act. Notwithstanding the fact 
that these terms have been used in the Negotiable Instruments 
Act 1881 and the Bankers’ Books Evidence Act 1891, none of them 
has been properly defined. For instance Section 3 of the Negoti¬ 
able Instruments Act of 1881 is content with laying down that 
li bankers includes also persons or a corporation or company acting 
as bankers." Even the English statutes do not throw any light 
as to what exactly constitutes the hanking business. However, 
the view of Sir John Paget explained below appears to find general 
acceptance in England. According to him “ no one and no body 
corporate or otherwise can be a banker who does not 

(1) take deposit accounts, 

(2) take current accounts, 


4 Early European Banking in India, by H. Sinha (1927b see pages S and 
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(3) issue and pay cheques, 

(4) collect cheques crossed and uncrossed for his customers.” 

From the above it will appear ihat leceipt of deposits—both 
fixed and current—is an essential part, of the business of banks. 
In view of the fact that in India some co-operative banks and 
private bankers do not receive deposits withdrawable on demand, 
it is for consideration whether the opening of current accounts 
must be laid down as a condition precedent for institutions or pel- 
sons doing business as banks or bankers. In this connection, it 
is interesting to note that the Hilton Young Commission interpret¬ 
ed the terms as meaning “ every person, firm or company using 
in its description or title ‘ bank 1 or ‘ banker * or 4 banking 
and (‘very company accepting deposits of money subject to with¬ 
drawal by cheque, draft or order.” No one is allowed in Japan 
to use tin* word “ bank ” unless it is a joint stock company regis¬ 
tered under the Hank Act. 

The Indigenous Banker. 

Inasmuch as the indigenous banker will continue to flourish 
for some time at least, in spite of the expected development ol joint 
stock banks, it is for consideration whether the proposed Act ma> 
not be extended to embrace him also. Although l am personally 
inclined to favour the regulation of his business also by the State 
I think it desirable to leave him out for the present. However, 
the Central Hanking Institution may well offer him certain faci¬ 
lities provided he meets its wishes in matters such as the prepara¬ 
tion of his accounts in a suitable form, their audit by a qualified 
auditor, undertaking not to combine any other business with bank¬ 
ing, etc., etc. Moreover, as already stated, this paper deals main¬ 
ly with Joint Stock Hanks and we will consequently restrict our 
remarks to them. 

Minimum Capital. 

Our banking organisation requires re-orientation. For this 
purpose it has to be based on solid foundation which is partly 
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achieved by the fixation of a certain miniimim capital. Such pre¬ 
scription will eliminate the mush-room growth of banks with small 
and insufficient capital which engenders competition and conse¬ 
quent- exposure to failure of local banks. The statistical abstract 
relating to banks in India for 19(27 gives a few glaring instances 
of the abuse of the term ‘ bank ’ owing to the absence of any legal 
requirement regarding the minimum paid-up capital. Six out of 
the sixteen banks that failed or went into liquidation in 192-7 had 
practically no paid-up capital. The paid-up capital of one was 
Rs. 800, and that of another Rs. 1,400. Two more had less than 
lbs. 5,000 each. It is, therefore, necessary in the interests of the 
depositors that the banks should have some minimum financial re¬ 
sources of their own. 

It is proposed that in India a minimum subscribed capital of 
Its. 80,000 may be prescribed for banks in towns whose population 
does not exceed 5,000; where the population exceeds 5,000 but is 
less than 10,000, the capital shall not be less than Rs. 00,000. In 
places where the population is above 10,000 but is not more than 
20,000, the capital must be at least Rs. 1,00,000. In places with 
a population of more than 20,000 but less than 50,000 the capital 
shall not Ik* less than Rs. 2,50,000. In cities with more than 
50,000 inhabitants but less than 1,00,000 the capital shall be at 
least Its. 5,00,000. Where population exceeds 1,00,000 the capital 
shall be such as may be prescribed by the Director General of 
Ranks, but in no case shall it be less than Rs. 10,00,000. In pre¬ 
scribing the amount, the Director General of Banks shall pay due 
regard to the commercial, industrial and agricultural conditions 
of the locality to be served by the proposed bank. Banks desir¬ 
ing to open branches within the province in which they have their 
Head Office, should have a subscribed capital of at least Rs. 5,00,000 
and those desiring to extend their business to other provinces, should 
have a minimum subscribed capital of Rs. 10,00,000. As banka 
started for overseas business require larger capital, the minimum 
in their case shall be Rs. 30,00,000. It shall be provided that the 
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capital shall be divided into shares of not less than Rs. 10 each, 
at least half- of which shall ho made payable within ono year of 
the registration of the bank. A bank shall not commence business 
unless it haN at least a quarter of the minimum subscribed capital 
required under the Act paid up. But in case of banks with 
a subscribed capital of less than Ks. 1 lakh they should not be 
allowed to commence business unless half of their capital is paid 
Up. The directors of bank must inform the Inspector deneral of 
Banks of the province in which the bank has its bead office about 
the .payment of at least 60 per cent of the minimum subscribed 
capital within fifteen months after its registration, otherwise he 
shall have the right to order suspension of business. 

Example of Other Countries. 

Thus a minimum capital on population basis is recommended 
as population determines largely the extent to which a bank pro¬ 
poses to render service. Similarly a bank with many branches 
must have a much larger capital than a mere local institution. 
The National Bank Act of the United States of America 5 6 and the 
New Bank Act of Japan (HtJ7 6 ) prescribe a minimum capital on 
the basis of population. Canada 7 and Denmark also fix a minimum. 

The United 8tates of America. 

The following table shows the minimum capital required for 
banks under the-National Bank Act. ot the United States of Ame¬ 
rica (1861 and as amended up to 1923). 


5 Money and Banking by J. T. Holdsworth, 5th edition (1928), see pages 
228—230. 

5 Banking Reform in Japan by Juiehi Tsuhimn, tlie Financial Commissioner 
of the Imperial Japanese Government in London, Paris, and New York. The 
Bankers’, Insurance Managers’ and Agents' Magazine, March 192s, page 383. 
The Japan Year Book, 1928, page 437. 

7 The Canada Year Book, 1929, pages 846—848. 

F. 2 
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Towns with a population of/or below Minimum capital. 

$26,000 
$ 50,000 
$ 100,000 
| 2(K),0(K) 

In (lie United States, a bank registered under the National 
Hank Act, cannot commence business unless half the amount of 
its capital is paid up, the other half is required to be paid up in in¬ 
stalments of not less than 10 per cent a mouth, though all may be 
paid in a shorter time. Hanks in that country cannot be started 
at the will of the promoters. They have to obtain the permission 
of the (Controller of Hanks who will, before giving permission, 
investigate the need for it in the locality applied for. 

Japan. 

The law provides that a bank cannot Ire started in Japan with 
a capital of less Ilian a million ven but an exception is however 
made in the ease of small towns with a population of less, than 
10,000 inhabitants, when* hanks with a capital of more than 
500,000 yen can Ik* started. Ill the ease of hanks to Ire started 
in large cities, the capital shall he such as the Finance Mem her 
will designate, hut in no ease shall it he leas than two million 
yen. 

Canada. 

The minimum capital required in Oanada is $ 500,000 half of 
which shall have been paid up before a bank can commence 
business. 

Other Conditions. 

It is considered desirable that in case of all banks to be start¬ 
ed with a capital of Its. 2 \ lakhs or more, there must be at least 
five and in case of others at least three promoters who shall sign 
the articles of association which shall, among other things, state 


3,000 
0,000 
50,000 
Over 50,000 
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the object of the bank to be started. These articles of association 
shall be filed with the Inspector General of Banks of the province 
in which the bank is to be started and will be forwarded by him 
with his remarks to the Director General. The promoters shall 
satisfy the Inspector General that they are respectable people and 
that they are men of means. A certificate to that effect from a 
local dosignutorv such as the District Magistrate or Collector of 
the District in which the registered office is to he located, may, if 
necessary, be required in support of the res pee lability of tlm 
promoters. 

Information to be Required in Applications for Permission to Start. 

Tn their application for permission to start a bank they shall, 
among other tilings be required to state— 

(a) the name of the Bank which they ptopnse in stait; 
(The name of tin* Hank shall be subject to I ho In¬ 
spector General’s approval as this will avoid duplica¬ 
tion of names.) 

(h) tile place of business, ullage, town or city, union or 
municipality, faluka, district and province; 

(r) the capital of the proposed bank and the number of 
shares into which it is divided and the value of each 
share; 

(d) the name and residence of each of tin** promoters, and 
the numbers of shares held by each; 

The Director General 8 before giving permission to start the 
proposed bank shall satisfy himself as to the need for it in the 
locality applied for. Be may investigate its necessity with the 
help of a Committee consisting of persons representing* the iudus- 

8 These powers of the Director General of Banks mav ho delegated to the 
Inspector General of different areas in case of banks to he started with a capital 
not exceeding 2} lakhs and whose business is to he carried within the area under 
the supervision of one Inspector General of Banks, 
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trial, agricultural and commercial interests, besides a financier* 
banker with no stake in the said locality. The Director General 
shall after such investigation have the right to refuse to grant 
permission. If permission is granted it shall be incumbent on the 
promoters to supply the Director General, as soon as the sub¬ 
scription list is (dosed, with the names and residences of the share¬ 
holders and the number of shares held by each. In case the pro¬ 
moters are not satisfied with the decision of the Director General 
they may be given the right of appealing against his order to 
the Finance Member of the Government of India. 

It shall be illegal for a bank to start or do business without 
the Director General's certificate of authority. It should be ob¬ 
ligatory on the bank to publish such authorisation certificate in a 
local newspaper for at least a month after such authorisation. 

The Director General’s authorisation certificate shall empower 
a bank— 

(a) to engage in the business of banking; 

(b) to adopt and use a seal; 

(o) to make or enter into contracts which are necessary or 
contingent to banking business; 

( d) to sue and be sued or defend actions at law; 

(e) to elect or appoint directors and by the board of direc¬ 

tors to elect or appoint officers, define their duties, 
draw up bye-laws and complete its organisation. 

The bye-laws of a bank shall not contradict or otherwise run 
contrariwise to any of the provisions of the Indian Banking Act. 

Liability of a Shareholder. 

The 'liability of a shareholder shall be limited to the extent 
of the par value of the shares that he has purchased. His liability 
shall cease by selling away or transferring his shares in the bank 
to some other person provided that such sale or transfer has not 
taken place within twelve months prior to the winding up or 
liquidation of the bank. 
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2 . BANK MANAUKMKNT 

Principles of Bank Management. 

There can l>e no two opinions about the fact that no amount 
of legislation by itself can ensure a high standard of efficiency in 
bank management because it is humanly impossible to lay down 
rules and regulations to provide for all manner of problems which 
confront those responsible for the management of banks. How¬ 
ever, there are certain fundamental principles governing bank 
management for the observance of which suitable provision can be 
made by legislation. Ti is in Ihe interest of shareholders and 
depositors of banks as well as the general public; that banks should 
have reasonable liquid assets, should set aside a fair portion of 
their profits for the building of reserve funds and be restricted in 
advancing more than a certain portion of their capital plus reserve* 
fund to individuals, firms or companies against their personal 
security. 

Reserves. 

As the business of banking is dependent more on the ability 
of the bank to meet the demands of its customers than on its pos¬ 
sessing sufficient assets to pay oft' its creditors, it is very desirable 
that banks,—particularly in a country like India—should maintain 
a minimum reserve. The neglect to observe this most important 
principle of sound banking was very largely rosponsi blc for the 
hank failures of 1913-14. But some of our banks do not seem 
to have learnt the lesson yet ; while it is true that the reserve re¬ 
quirements of a bank are dependent on several factors such as the 
development of the banking habit, the use of cheque currency, 
the economic conditions of the locality in which a hank operates, 
the absence or presence of bankers’ clearing house and the class 
of customers that a bank deals with, it is scandalous to run a 
bank with ridiculously small reserve as is the case with some 
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banks. 9 Therefore, the desirability of laying down certain mini¬ 
mum reserve requirements against different, classes of deposits in 
this country can hardly be doubted. The Hilton Young Com¬ 
mission recommended the establishment and maintenance of mini¬ 
mum reserve balances with the proposed Reserve Hank of India 

equal to 10 per cent of demand liabilities and 3 per cent of time 

♦ 

liabilities in addition to the till money. In this connection I may 
invite the attention of the members of the Conference to the fol¬ 
lowing proposals of Mr. B. T. Thakur. 10 Local banks serving 
places with a population of 1,(X),()00 or less should be required to 
have a minimum reserve of L r ) per cent against deposits payable on 
demand or within 15 days; but in the case of other banks the 
reserve requirement should be 20 per cent. A reserve of at least 
5 per cent should be required to be maintained against other de¬ 
posits. However, only the credit balances at other banks payable 
on demand, after the deduction of balances due to other banks to¬ 
gether with the amount of cash and bullion held by a bank should 
be regarded as a reserve required for the purpose. It should be 
made unlawful for a bank with less than this minimum to increase 
its liabilities by making new leans or by discounts except in the 
matter of discounting or purchasing bills of exchange payable at 
sight. It should not declare a dividend unless this deficiency is 
made up. If the deficiency is not made good within sixty days 
from default, it shall be open to the Inspector General of Banks 
with the concurrence of the Director General of Banks to order 
winding up of the business. The Inspector General may, how¬ 
ever, be empowered to suspend the operation of this provision 
of the Indian Banking Act in respect of a default¬ 
ing bank provided he shall levy a progressive tax on the fall below 
the specified level. The period of such suspension shall not exceed 
a calendar month or in the alternative a period of 30 days. The 

9 Statistical Tables relating to Batiks in India, 1027. 

to Organisation of Indian Banking by B. T. Thakur ? pp. 226*27, 
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Inspector (General may whenever he thinks expedient renew such 
suspension hut for a period not exceeding 15 days from time to' 
time subject to the condition that the total period of such sus¬ 
pension shall not exceed BO days. 

Example of Other Countries Quoted. 

There are similar provisions in other countries. Denmaik re¬ 
quires a ten per cent (over in cash and readily marketable paper 
against demand liabilities. In the United States ot America the 


member banks are required to have 

the following 

minimum 

reserves:— 




Deposits 


Kinds nl Banks 

11 Demand 

Tima 

1. Centra) Reserve City Ranks 

... 13 Vo 

a% 

2. Reserve City Ranks 

... HI';,', 

3% 

3. Country Ranks 

7 Vo 

3% 


Building-up of Adequate Reserve Fund. 

\\ it It a view to enable batiks to meet losses without any 
impairment of their capital, the laws of several important countries 
require hanks to set aside before declaration of dividend (interim 
or annual) a certain minimum portion of their net profits for the 
building of a Reserve Fund. 12 

The United States of America. 

Under the “ National Rank Act of America ” every Rauk is 
required to take 10 per cent of its net profits to reserve until the 
same reaches 20 per cent of capital. Further discretion is vested 
in the Comptroller to decide whether dividends shall he paid at 
all, if in his opinion the reserve already built is not substantial. 


11 Demand deposits are defined under the laws of U.S.A. as those payable 
within thirty days. " Banking Law and Practice ” by M. L. Tannan, p. 197. 

12 Money and Banking by J. T. Holdsworih, 1938, p. 258. 
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Japan, Canada and Italy* 

No dividend can be declared in Japan under the new Act 
(1927) 13 until one-tenth of the profits is appropriated to the Reserve 
Fund. In Oanada, 14 dividends are limited by law “ until a reason¬ 
ably large Reserve Fund has been created.” Under the recent 
revision of the Dominion Dank Act (1923) liability is fixed on the 
directors for distribution of profits in excess of legal limits. In 
Italy banks are required to set aside not less than one-tenth ot 
their profits every year to reserve funds until they have reached 
the total of 40 per cent of their capital. 

Suggestion for India. 

It is, therefore, suggested that before declaring dividends the 
hanks in India be required to set aside towards reserve fund at 
least 10 per cent of their net profits until the reserve fund reaches 
25 per cent of their paid-up capital. They should not have the 
right to declare a dividend of more than 6 per cent except with 
the consent of the Director General of Banks as long as the re¬ 
serve fund does not amount to at least a quarter of their paid-up 
capital. The minimum percentage of the net profits to be set 
aside for strengthening the reserve fund be reduced to per cent, 
when the reserve fund of a hank is above 25 per cent but below 
50 per cent of its paid-up capital and to 5 per cent when the re¬ 
serve fund amounts to one-half or more of the paid-up capital. 

Loans, Advances and Investments. 

The most important function which banks render to the busi¬ 
ness community and whereby make large profits for their share¬ 
holders is that of making loans and investing their funds in 
other ways such as by discounting of bills. It is in the perform¬ 
ance of these functions that the management has to take special 

13 Banking Reform in Japan, The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 1928, p. 883. 

14 The Canada Year Book, 1929, p. 847. 
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care. Not only in it desirable to see that a bank’s funds are so 
invested ns to inspire the confidence of its depositors but it is 
absolutely essential that it should follow the well-known maxim 
of not putting* all its eggs in one basket. Hanks must always act 
on linos of safety first. They should not make their existence 
dependent upon any individual, firm or corporation as their own 
existence may l>o jeopardised by the failure- of the particular cus¬ 
tomer. Hanks have brought about their failures by ignoring this 
fundamental principle. landing about a third of the working 
capital to a single concern brought about the' failure of the- Hank 
of Jiurma in 1911. 16 One ot the several causes to which the 
failure of the old People's Hank of India is attributed was that it, 
locked up most of its funds in concerns with which one of its 
managing directors was associated. In countries where banking 
has bet'll well established the need lor legislation in this direction 
is not so essential as in the case ot such countries as India where 
banking is yet in infancy. It is, therefore, very desirable that 
the State should guard against the risks of mismanagement of banks 
in this matter. 

Restriction of Loans to be Advanced to a Single Person or Firiu 

It is illegal in Japan to advance to a single person or firm an 
amount exceeding one-tentli of the total paid-up capital and De¬ 
serve Fund or to bold in mortgage more than one-fifth of a com¬ 
pany's total issue of shares. 16 In the U.S.A. the McFadden At t 
of 1927 secures similar provisions. 17 It lays down a general limit 
on the powers of a national bank to lend to an individual, partner¬ 
ship, association or corporation not more than 10 per cent of the 


15 Early European Banking in India by H. Sinha, 1927. Bee footnote 2, 
page 217. 

15 ‘ Banking Reform in Japan,’ The Bankers’, Insurance Managers* and 
Agents’ Magazine, March 1928. 

17 Money and Banking by J. T. Holds worth, 1928, p. 224. 

F, 3 
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capital and surplus of the bank.The*- bye-laws of the Presidency 
Hanks similarly laid the limit loanable to any individual concern 
or business. Article 42 of the ('barter of the Bank of Bengal 
laid down a limit even to the holding of first class Government 
Securities. It forbade the holding at any one time of Government 
paper exceeding the sum of Sicca its. 25,00,000. 10 

Suggestions for Banks in India. 

The need for distribution of risk necessitates a restriction on 
the powers of our hanks to loan to a person or firm, company or 
corporation a sum exceeding 10 per cent oi their capital paid-up 
plus surplus. But bills maturing within six months and with two 
unconnected signatures may be discounted to the extent of 15 
per cent of paid-up capital plus surplus in addition to the 10 per 
cent general limitation, piovided such hills arc genuine commer¬ 
cial hills, i.e., bills drawn in respec t oi actually existing a allies. 
Subject to such total 25 per cent limit, banks may make loans 
against the security of shipping documents, ware-house receipts 
or other documents conveying or securing title to readily market- 
aide non-perishable staple's provided that such property is fully 
covered by insurance. At least ten per cent margin shall be held 
on all loans against Government Securities. Borrowers on the se¬ 
curity of other Trustee securities shall maintain a margin of at 
least 15 per cent. A bank shall he prohibited from making a 
loan of more than 10 per cent of its paid-up capital plus surplus 
against the security of the shares of a single company or any stock 
exchange security which is not otherwise provided for. Such 
loans shall not he made for a period exceeding five years nor for a 
sum exceeding 50 per cent of the market value of the property 
offered for security, provided the security is unencumbered, and 
is within a hundred miles, radius from the office of the bank. A 

Reserve fund together with the credit balance of the Profit and Loss account 
brought forward, 

19 Early European Banking in India by H. Sinha, p. 160. 
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bank may, however, hold real eat ale necessary for the transaction 
of its business including* the housing of its staff. A bank may 
also hold real estate’ such as is mortgaged to it as security for or 
conveyed to it in satisfaction of antecedent debts contracted in 
good faith. A bank may purchase real estate in satisfaction of a 
judgment decree obtained by it Imt if shall be unlawful tor a bank 
to hold real estate obtained in any manner except for the purpose of 
carrying on its legitimate business for a period exceeding five 
years. The Director (leneial of Hanks shall have power to further 
restrict any bank it) make loans on real estate. 

Loans Against Real Estate. 

Commercial banks do not ordinarily make loans against real 
estate or otherwise make long-term advances because liquidity— 
the life-breath of a bank—is not in theii nature. In Canada banks 
are required to make an annual report to the Minister of Vina nee 
about the real and immoveable pioperty owned b\ them. 20 Hanks 
in the United States can hold immoveable property eitliei by titIt* 
or under mortgage but only for debts due and previously contract¬ 
ed and subject to the condition that such possession shall not ex¬ 
ceed five yearv 21 The Imperial Hank of India cannot lend against 
am immoveable property except in the case of ('states under the 
Courts of Wards. 

Although banks shall not ordinarily make loans against real 
estate power may be given to them to make loans for which the 
chief security is real estate. Such loans shall at no time exceed 
50 per cent of the paid-up capital of a bank. 

Unwise to Lend Against the Security of Bank’s own Shares. 

Tt is unwise for a bank to lend against its own capital stock. 
Should it be necessary to realise the securities it holds or against 

20 g. 79 of the Dominion Bank Act as revised in 1923 (18*11 Geo. V, c. 32), 
The Canaria Year Book, 1929, p, 818. 

21 National Bank Act, June 3, 1804. Principles of Money and Banking by 

H, G. Moulton, p. 211, * 
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which it has lent, it will find some difficulty in selling its own 
stock. Loaning against its own capital stock was responsible for 
tho failure of the-first Benares Bank established by Colonel Pew 
in 1844-45. 22 The Imperial Bank of India is precluded from mak¬ 
ing a loan or advance against its own shares although other banks 
regard the same as almost gilt-edged securities. Canadian Law 
not only forbids a bank to grant a loan “ on the security or pledge 
of itp own capital stock ” but it goes further by making it un¬ 
lawful to lend even against the capital stock of another bank. 8 * 

Banks to be Forbidden to Make Advances Against Capital Stock. 

It is proposed that Indian joint stock banks be prevented by 
law to make loans or advances against their own capital stock or 
shares. No bank should cither hold or purchase any of its own 
shares or stock except when it is necessary to prevent loss upon a 
debt, contracted in good faith, previous to the coming into force 
of the new law. In any case stock so acquired should be dis¬ 
posed off either by public or private sale within six months from 
the time of such acquisition. 

* 

Restriction on Loans Against Personal Securities to Directors ami 
Officers of Batiks. 

A bank shall not ordinarily make a loan to its directors or 
other officers against personal security but whenever necessary it 
may make such loans subject to the provision that at no time 
such loans shall exceed 20 per cent of its paid-up capital. This 
limit shall apply also to concerns in which the directors of the bank 
have a direct or indirect interest. Banks may otherwise invest 
in the shares or stock of a corporation or its bonds subject to a 
10 per cent general limit. 

22 Early European Banking in India by H. Sinha, 1927, see footnote 1, 
page 217. 

25 The Canada Year Book, 1929, page 847. Also “ Indian Finance/' Banking 
Enquiry Knmber, 1980, 
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Clear and Full Statements of Assets and Liabilities. 

The shareholders and depositors of a bunk have a right to know 
how their money is employed. A bank doing business on a sound 
and solvent basis should not fear a clear and full statement of its 
assets and liabilities. On the contrary it will pay a bank to take 
its clients into confidence by revealing <o them its position in a 
clear manner. It is for this reason that even private banks in 
England publish their accounts after having them duly audited by 
respectable firms of Chartered Accountants. Hut banks in India 
unless required by law are generally reluctant to publish balance 
sheets containing adequate information. And it is therefore in- 
eumbent on the Government of the country to compel banks in 
the discharge of this duty to the public. 

Present Position of Law. 

I he law as it stands at present, requires a bank to show se¬ 
parately the debts on personal securities and debts which aie fully 
secured and to specify the amounts due from its directors, other 
officers and the companies with which they are connected. The 
Government of India intended in 19^0 to compel banks to pub¬ 
lish fuller and more complete statements and at more frequent in¬ 
tervals. While this was opposed in British India, the state-aided 
banks of Baroda, Mysore and Travuncore have set an example. 
Their balance sheets every way give a better indication of their 
respective positions than those of many banks in British India. 

Lumping of Items to be Prohibited. 

If it is intended that the balance sheet of a bank should be 
a true indicator of its position, the law must not allow, as 1 pointed 
out in my book on Banking Law and Practice in India, 24 any lump- 
ing of certain items. As the Bank of Mysore does, fixed, current 
and savings bank deposits should be shown separately. A dis¬ 
tinction between fixed and current deposits, i.e., deposits payable 


JWPage SB, 
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after a certain agreed lapse of time and deposits payable on de¬ 
mand is highly commended by Mr. It. McKenna of the Midland 
Bank. 

Other Improvements Suggested. 

Loans and advances obtained by a bank against which 

it has deposited securities or other collateral should not be 

allowed to be mixed up with deposits. To effect a clear 

divorce between deposits placed with a bank ami loans 
obtained by it, the word “ borrowings M may be used 

to indicate the latter. Such distinction is necessary to 
prevent a bank misleading those desirous of gauging its true 
position. It will further enable accurate computation for reserve 
requirements. Another improvement in the form of a bank’s 
balance sheet can be brought about by requiring banks to classify 
their investments into different types of securities and show them 
separately. Classification may be on some general basis such as 
(1) Indian and Provincial Government securities, scum-govern¬ 
ment or other trustee securities, (2) securities of railwa,\s and other 
public utility companies, and (3) 'industrial and commercial secu¬ 
rities. Debentures, preference, ordinary and deferred shares should 
be shown separately. 25 

Similarly loans against documents of title to goods, as secu¬ 
rity, overdrafts, loans granted to directors or other officers of the 
bank, loans to joint stock companies and individuals on personal 
guarantees and loans which are considered doubtful must be shown 
separately under the item of loans and advances. 

Frequent Publication of Statements of Position Advocated. 

As the law stands to-day, banks are required to submit and 
publish statements of their position but twice a year. In Kngland, 
although not bound by law, banks publish statements of their poei- 

ZB * Banking Law at\d Practice in India * by M. L. Tannan, page 58, 
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tion once every month. Hanks in Berlin have agreed of their own 
free will, to publish statements of their position once in two 
months. The New "Venezuelan Hank Law (July IS, 1927) re¬ 
quires hanks to publish monthly balance sheets. In the United 
Slates banks are required to make weekly sialemenls to the Clear¬ 
ing House of which they are members. These weekly reports 
contain such items as loans and discounts, investments, cash in 
hand and at bankers, deposits—time and demand, obligations or 
rediscounts, percentage of reserve to deposits, etc. Such frequent 
publications of statements prevent much window-dressing. Some 
banks in India to-day withdraw considerable amounts due to them 
at Ihe close of every half year in order to make an imposing picture 
of their position. Consequently, they show a much stronger 
position than is actually the case. Hanks in India should, there¬ 
fore be required to publish their position at least once in two 
months. It is advisable to oblige banks to publish those state¬ 
ments not only in English but also in the vernacular of the areas 
in which they operate. The Central Hank of India, Ltd., and the 
Hank of Haroda, Ltd., publish their balance sheet in Gujerati 
and English and the State Aided Hank of Travaneore, Ltd., gives 
against each item of the balance sheet shown in English its 
Malayalam translation. Every shareholder and every creditor of 
the bank should he entitled to get a copy of the balance sheet.. 
A copy of the balance sheet shall be filed with the Inspector 
General of Banks and another copy shall be forwarded to the 
Director General. A short summary of such a balance sheet shall 
he published in a local newspaper for at least one full week. It 
shall be put up at- a conspicuous place in each office of the bank. 
Copies of the balance sheet shall he made available to the public 
at a nominal cost of eight annas each. The profit and loss account 
may be published as now, twice a year. In this connection it may 
be pointed out that the Indian Companies Act does not require a 
Profit and Loss account to be published with the balance sheet. 
It should be legally required that the banks should publish them. 
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Provident Fund or Pension Scheme for Staff. 

Banks should be required to have either a provident fund 
arrangement or a pension scheme so as to insure the loyalty of 
the staff to the bank. 

Directors’ Meeting. 

A record of the number of directors* meetings held and the 
attendance of directors at such meetings should be kept and 
reported to the shareholders at their annual general meeting. 
There is provision to such effect in Canada. 26 

Indemnity Clause in Articles of Association. 

The law must make severally liable directors and other officers 
responsible for any false statement. The Law should not permit 
an indemnity clause in the Articles of Association by reasons of 
which directors generally escape liability even in case of proved 
negligence of duty. With a view to keep bank managers, directors 
and auditors alert Japan makes them punishable with penal 
servitude for breach of regulations or negligence of duty. 27 Such 
provision will expedite legal proceedings against bank directors 
and other officers, for then it only needs to show non-conformity 
to law instead as at present putting criminal law in motion against 
them. 


8. BANK SUPERVISION * 

Purpose of. 

As stated above banking has come to be regarded as quasi¬ 
public and consequently it is subjected to the supervision of the 
state. The main object of this supervision is to safeguard the 

26 flection 11 of the Dominion Bank Act, 6th Revision of 1923. (18-14 Geo. 
V, c. 32.) 

The Canada Year Book, 1929, page 848. 

27 “ Banking Reform in Japan/ 7 The Bankers 1 , Insurance Managers 1 and 
Agents Magazine, March 1928, page 383, 
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interests of depositors as well as shareholders against losses due 
to unsound or unsafe hanking* practices. Slate supervision in 
some countries takes the form of periodic reports, audit of accounts 
and in others examination is also insisted upon. 

The United States of America. 

National hanks in the U.N.A. are required to make at least 
three reports a year to the Comptroller of Currency. They should 
show in detail their resources and liabilities. They should be 
sworn in by the President or Cashier and attested by three 
Directors. An abridged form of the report is required to he 
published in a local newspaper with a view to keep the public 
informed as to the condition of the national banks. 28 

Position in India. 

lhe state supervision of banks as is exercised in this country 
is meagre. The joint stock banks like other companies registered 
under the Indian Companies Act are required at their annual 
general meetings to appoint auditors, to bold office until their 
next general meetings (Sec. 141, Clause X). Section 145 of the 
Act defines the powers and duties of an auditor. He has the right 
of access at all times to the hooks and accounts and vouchers of 
the ( ompany. He checks all accounts, verifies the company’s 
transactions and prepares a balance sheet. He certifies that the 
balance sheet is drawn in conformity with law and that it 
represents a true state of the company’s affairs, “ according to 
the best of his information and expl a nations given to him and 
as shown by the books of the company.” 

Auditor’s Duties. 

An auditor verifies the existence of assets mentioned in the 
balance sheet and sees that all outstanding liabilities are brought 
in, but it is hardly considered a part of his duty to advise the 

-28 “ Money and Banking ° by J. T. Holds worth, 5th Edition, pp. 2Gl-*26‘2. 

F. 4 
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directors or the shareholders as to what they ought to do. An 
auditor is not a stock-taker. He can depend on the valuation of 
an expert or as certified by the managing director. According 
to the dictum laid down in Kingston Cotton Mill Co. (1896, 2 
Oh., 673) “ an auditor has nothing to do with the prudence or 
imprudence of making loans with or without security. It is 
nothing to him if dividends are properly or improperly declared. 
His duty is to ascertain and state the true financial position of 
the company at the time of the audit and his duty is confined to 
that. He does not guarantee that the hooks do correctly show 
the true position of the company's affairs, he does not even 
guarantee that his balance sheet is accurate according to the books 
of the company.” As some one has aptly put it, he may be a 
watchdog but he is not a bloodhound. The powers vested in the 
Registrar of Joint Stock Companies by Section 137 of the Indian 
Companies Act, 1913, to call for supplementary information from 
Joint Stock Companies and if he is not satisfied with it or if the 
additional information is not supplied, to report the matter to 
the local government, do not in practice prove effective. 
Similarly, the reservation of the powers by local governments to 
investigate the affairs of a bank upon the application of share¬ 
holders representing at least one-fifth of its capital has not been 
found to be of any real use. 

Bank Examination Likely to Inspire Greater Confidence. 

Bank examination as proposed is bound to be far more effective 
than the audit of accounts by auditors to be appointed nominally 
by the shareholders but in practice by the directors, as the 
Inspectors are likely to exercise greater independence in their 
inspections and reports than the private auditors to be appointed 
and paid for by the banks. Moreover the Bank Inspectors will, 
it is hoped, understand better the " intricacies of bank account* 
than the public auditors who are not expected to have specialised 
in banking practices and lastly the banks may also find it to their' 
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advantage to have their accounts inspected by Government 
inspectors as this fact is bound to strengthen public confidence in 
the institutions. 

Principle of Examination Already Recognised by Indian Law. 

The principle of bank examination has been recognised in 
the Indian Companies Act by the inclusion of Section 138 referred 
to above. The tremendous power that is inherent in the control 
of loanable funds and the economic structure of society that such 
control involves—which all makes banking quasi-public—obligates 
closer supervision on the part of the Government. 

Other Countries. 

A strict supervision is enforced in Japan 29 by intensifying the 
internal check and by providing tor external control. The law 
obliges the bank auditors to submit twice a year to the Finance 
Minister reports drawn on the basis of a (dose examination into 
the substance ot the business. These reports must include the 
results of examination of special items required by law. A bank 
examination section has been added in May 1927 to the Hanking 
Bureau of the Minister of Finance for a thorough supervision from 
outside. There are 18 examiners and 54 assistant examiners who 
are divided into five divisions which are charged with the examina¬ 
tion of the hanks in the assigned districts. The Comptroller of 
Currency in the U.S.A. 30 is required to appoint suitable persons 
to make examination of the affairs of National Banks at such lime 
as the Comptroller thinks proper and to make a full report to him. 
They come at irregular intervals and without previous notice to 

29 Banking Beforiu in Japan, The Bankers’, Insurance Managers’ and 
Agents’ Magazine, March 1928, p. 383. 

The Japan Year Book, 1928,. p. 437. 

Document No, 404, National Monetary Commission (U.S.A.). 

30 " Money and Banking,” by J. T. Holds worth, 5th Edition, pp. 268—271. 

“ Principles of Money and Banking ” by H. G. Moulton, p. 203, 

Modern Banks of Issue by Conant (1915), p, 423, 
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the banks. The normal examinations cover the entire business 
of the bank. The examiners are expected to count the cash, 
examine ihe discounts and loans, satisfy themselves as regards the 
collateral securities accepted, scrutinize them and other invest¬ 
ments, determine amounts due to the banks including those due 
from their directors and make themselves thoroughly acquainted 
with the banks’ business, so as to see whether they are being run 
on sound lines. These reports are sent to the Comptroller of 
Currency and since 191 (j copies of the same are sent to the banks 
concerned. If necessary the Comptroller calls attention to certain 
facts; he may ask the bank to write down certain doubtful or 
worthless assets; he may even require the reduction of the reserve 
fund to cover losses or may ask the directors to make them up within 
a certain period. 31 

These officials are paid by the state and the state is reimburs¬ 
ed by means of a levy imposed upon the hanks by the Comptroller. 
The number of reports usually required is three (five prior to the 
year 1923). Public examination insures soundness of the banks’ 
position though it does not intend to remit in any degree the 
vigilance-of the directors of the banks. 

Scheme Suggested far India. 

It is therefore proposed 32 that a bank inspection section be 
added to the Finance Department of the Government of India, the 
chief of the section should he called the Director General of Banks, 
and should be directly under the Hon’ble the Finance Member, 
There should be an Inspector General of Banks in each of the 
major provinces or the country may be divided into suitable 

31 Bven private banks are subject to inspection by the National Banking 
Commission in Mexico. 

The Bankers’, Insurance Managers’ and Agents’ Magazine, p. 376, 
March 1U28. 

*52 These proposals are put forth more by way of suggestions and are in no 
sense carefully thought out. 
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divisions for the purpose. Each Inspector General shall have 
under him at least two bank inspectors and such number of 
assistants as may be necessary. The Inspectors General and the 
Director General of Hanks shall in the first instance be appointed 
by the Governor General in (Council. With a view to counteract 
any suspicion likely to be aroused in the minds of the hanks and 
the Indian public, qualified Indians should as far as possible be 
appointed to these posts. The Hank Inspectors shall be appointed 
preferably on the results of an open competitive examination in 
subjects relating* to the business of banking, bank accounting, 
banking law and practice, eh*. Stress max be laid on an oral lest 
with a view to judge the personality, hank experience, etc., of the 
candidate. The Inspectors should start <m about. Ks. SOI) each and 
go up to Us. 750 by an annual increment of Its. 30 (Selection 
Grade 750—60-—1,000). The Inspector General should be 
placed in the grade of 1,250—75—2,000. The pay of the Director 
General of Hanks should be Its. 2,500 rising to Its. 3,500 by 
an annual increment of Its. 100. The salaries proposed ahoxe are by 
no means exorbitant as they are essential for getting suitable 
persons who would overcome such temptations as may be placed 
in their way in the performance of their duties. These salaries 
and other expenses of the banking section should lie paid out from 
the Government treasury which should reimburse itself by levying 
a small cess on the basis of the deposits of the banks to be inspect¬ 
ed with a certain minimum. 

Cess for Expenses. 

The deposits of the Indian Joint Stock Banks together xvith 
the Indian deposits of the 18 foreign exchange banks amount to 
roughly 133 crores 33 and a charge at the rate of 6 pies per hundred 
rupees will bring in about Rs. 4*16 lakhs which should, I believe, 
be sufficient to meet the expenses of the department during the 


33 Statistical Tables relating to Banks in lmjia for 1927, 
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initial stages. The receipts will increase with the development 
of banking in the country. 

Kind of Examination. 

With a view to see that the information obtained by the bank 
inspector and others of the banking section is not disclosed, it 
should be 'laid down that every officer on his appointment shall 
be Sworn in not to disclose any facts which may have come to his 
knowledge in the course of the performance of his duties except 
when required by law or with the previous written permission of 
the Director General of the Banks. It should be made illegal for 
an officer of this department to borrow money from any bank 
within his purview as well as for a bank to 'lend to him without 
the written consent of his immediate officer. Bank examiners 
shall ordinarily examine without warning, appraise their assets, 
go into discount and loans and examine other investments. It will 
be their duty to report about errors and irregularities and suggest 
changes in matters which shall make for better efficiency and 
safeguards. They shall have power to go into all the books and 
records kept by banks. They in ay express their opinion regard¬ 
ing the adequacy or otherwise of the reserves and shall see that 
the conduct of the bank is in accordance with law. The Inspector 
General should have the power to interrogate directors and other 
officers of banks working in their respective areas. In case of 
banks whose capital and surplus funds exceed a certain amount, 
say one erore of rupees, the power of calling attention to their 
defects, requiring them to write down certain doubtful or worth¬ 
less assets and to transfer funds for meeting certain losses from 
their reserve funds or to make them up .before paying any 
dividends, may only be exercised with the previous written consent 
of the Director General of Banks. Similarly, in their cases 
interrogatories may only be addressed in consultation with the 
head of the department. On the basis of the examiners 9 reports 
each Inspector General of Banks should make a report to the 
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Director General as to the condition of the banks within his 
jurisdiction as found out by means of the examinations. The 
Director General shall be required to issue an annual report 
concerning all the banks in India. 

Banking Statistics. 

The organisation of the department of banking is desirable 
also in the interest of the collection and publication of up-to-date 
and useful banking statistics in this country. It is very regret¬ 
table to note that the statistical taMcs relating to banks in India 
are always stale by at least two years. For instance the tables 
published in 1929 (the latest available) are those tor the year 1927. 
The cause of this delay is hardly intelligible. These statistics 
are not quite up to the mark either and in fact they are far from 
satisfactory. It is not known why the statistics relating to the 
number of cheques cleared in different clearing houses are not 
published even if they are collected. There can be no doubt that 
the work of collecting and compiling of banking statistics will be 
done far more efficiently and therefore satisfactorily if the depart¬ 
ment proposed is brought into existence. The reason for this is 
obvious. It will have free, easy and legal access to various kinds 
of available banking records. To facilitate the work and to insure 
its accuracy, the Director General of Banks may supply printed 
forms and require the banks to fill them up and return to him 
within a prescribed period. 

4. PROTECTION OF BANKS AGAINST DISHONEST MIS¬ 
REPRESENTATION OF THE AFFAIRS OF BANKS 

Need for Protection and Legislation Against Scancbbmongering; 
Also the Old Peoples 9 Bank. 

It has been stated above more than once that confidence is the 
soul of banking. To shake it is to take to ruin the whole banking 
structure. The gravity of the wild talks against banks is revealed ' 
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in the history of bank failures in Japan from March 15 to April 
21, 1927, when no less than 30 banks with total deposits of about 
900 million yen had to close their doors on account of runs started 
at some slight incidents. 34 A 11 outer’s telegram in the ‘ Times of 
India ’ for August 17th, 1929, vividly depicts the ghastly story of 
how a bank on account of scandalous gossip spread against it, was 
penalised by depositors fanatically clamouring for their money 
iill the arrival of the emergency currency. In his presidential 
address at the annual general meeting of the Central Bank of 
India, Limited, held on 25th February, 1930, Sir Pkeroze Sethna 
referred to “ the sinister attempts that are made now and again 
to damage our credit/’ If the chairman of a premier Indian 
Institution, such us the Central Bank of India, Limited, found 
it necessary to warn its shareholders and depositors against, any 
gossip and it it is always to be in nervous fear of its customers, 
the position of other indigenous joint stock banks may well be 
imagined. The harm done by such rumours is incalculable, not 
only to the particular bank against which such rumours may be 
set afloat, but also to the other banks as well as the general 
interests of the country. r lhe necessity for legislation against such 
misdemeanour is felt when it is told that even in America it is 
found expedient to punish fraudulent and dishonest misrepresenta¬ 
tions of the affairs of a bank with one year’s imprisonment and 
a fine ol $1,000. It. is therefore necessary to lay down in the 
Indian Banking Act, a provision by which people spreading 
unfounded rumours against the stability of a bank should be made 
liable to a punishment of six months’ rigorous imprisonment or* a 
fine of Rs. 500 or both. 

Permission to put Criminal Law in Motion Against a Bank. 

jt y 

The law, as it stands at present ✓m India, allows anybody to 
institute criminal proceedings against a bank as against any other 
joint stock company. A W»k which is the subject-matter of a 

34 The Japan Year 1U*28, p. 436. 
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criminal case is likely to be talked ill of, although later on it may 
acquit itself honourably in the case. Besides it- is liable to suffer 
much during the period of the trial which, it is unfortunately 
true, is a generally long-drawn process in India. It is therefore 
desirable to provide for the obtaining of permission from suitable 
authority—Inspector General of Banks or Advocate General of 
the Province in which Ihc bank has its head office—before any 
person can put the criminal law in motion against a hank. 55 Such 
powers to give permission or withhold it, may be exercised at the 
discretion of the officer designated. It may also be possible to 
provide against law's proverbial delays by making some provision 
for an expeditious hearing of such cases as is the case in the 
matter of election disputes. 

5. REGULATION OF FOREIGN BANKS 

Need to Safeguard the Indian Depositors and Protect the Indian 
Banks Against Competition. 

The foreign banks known as the exchange banks occupy a very 
important place in Ike Indian money market. At the end of 1927 
there were no less than 18 exc hange banks, having no less than 
88 offices in India. Their deposits in India amounted to about 
Rs. 69,00,00,000—an amount in excess of the total deposits of 
all the Indian joint stock banks. It will thus he seen that in addi- 

35 “ I think it. might he considered whether Section *282 oi the Companies 
Act should be amended by requiring the sanction of the Advocate General before 
any prosecution is lodged under that section. The present Company happens to 
he an iron and steel company but. one can imagine cases of banking companies, 
for instance, where their credit is a more tender plant than that of an iron and 
steel company. There are certain provisions in England winch impose a check 
on persons desiring to put. the criminal law m motion in other respects which 
may wdth a similar check be usefully imposed as regards flection 282, at any rate 
as regards banking companies in India.” 

—C. J. the Honourable Sir Amberson Marten m ” flhamdasam vs. Tata 
Iron and flteed Company Ltd. 

F. 5 
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tion to the foreign exchange business these banks are formidable 
competitors of the joint stock banks of the country in the inland 
banking business. At present they are practically immune from 
any sort of legal restrictions. They do not even publish balance 
sheets giving proper information abo*ut their Indian business. 
As long as they did not draw funds from the Indian money market, 
one might not have found much fault with this practice. How¬ 
ever, as their borrowings in India are very large, it appears to 
be necessary in the interests of the Indian depositors that steps 
should be taken to prevent a crisis that may otherwise result from 
some trouble to one or more of these institutions abroad. This 
danger is by no means imaginary when one considers the case of 
the Alliance Bank of Simla, which, against big liabilities in India, 
held large assets abroad. The low cash resources—11 per cent in 
the case of banks doing considerable portion of their business in 
India and 14 per cent for other exchange banks on December 
1927,—are not quite adequate to bear any real strain in the event 
of a panic in this country. It is true that these banks can get 
funds from their head offices but it must be admitted that it is 
not always so easy to do so. Besides safeguarding the interests 
of the Indian depositors, there are other important considerations 
such as the protection of the interests of the Indian joint- stock 
banks with which these foreign institutions compete with large 
and cheap resources at their disposal, as well as the desirability 
of providing suitable avenues for the employment of qualified 
Indians in responsible positions in banks which require the regular 
tion of the foreign banks working in this country. 

Restrictions on Foreign Banks in Other Countries. 

Branches of foreign banks operating at present in the IT.8.A. 
are governed by the respective State laws. Foreign banks are 
not allowed to receive deposits, moreover the amount and 
character of their business is defined and limited.-^ 

36*‘Indian Finance/’ Banking Enquiry Number, 1930. 
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Denmark. 

Foreign banks have to obtain permission from the Govern¬ 
ment before they can open branches in Denmark. They are liable 
to be restricted in their business. The business managers of foreign 
banks in Denmark are required to be Danish subjects. No 
foreigner can become a director or manager of a bank in 
Denmark. 37 

France and Italy. 

France and Italy insist on foreign banks desiring to open 
branches in those countries, to pay an incorporation tax which 
is based on their capital. 37 In the matter of income-tax the general 
law of the land does not govern them but they have to enter into 
special agreements with the financial authorities. A turnover 
tax is levied on exchange operations. Along with the domestic 
banks, foreign banks are required to submit certain returns to the 
National Treasury. Even in England the Cunliffe Committee late¬ 
ly drew the attention of ITis Majesty’s Government to the freedom 
with which foreign banks could establish themselves in that 
country. 

Japan. 

A foreign bank has to obtain a license from the Minister of 
Finance before it can operate or open a branch in Japan. The 
Japanese law precludes foreign banks to the use of any word 
indicative of bank. The Minister of Finance can impose any re¬ 
strictions he may choose or he may refuse permission altogether. 
He may either forbid the bank to take deposits or subject it to a 
certaiii tax as he likes. For every branch that a foreign bank opens 
in Japan, it is required to deposit 1,00,000 yen in the Govern¬ 
ment treasury or other securities approved by the treasury author¬ 
ities. When the new Act w'as put into force, five years’ time was 
allowed to such foreign banks as were already operating there 


37 “ Indian Finance,” Banking Enquiry Number, I93Q, 
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to comply with its provisions or “ any conditions that the govern¬ 
ment may prescribe in their behalf.” 38 

Czecho-Slovakia. 

The Czecho-Slovakian Government does not permit foreign 
banks to open branches in that country. 39 No foreign bank can 
open a branch in Australia. Curiously enough, the Chartered 
Bank of India, Australia and China, has no branch in Australia. 40 

Restriction of Foreign Banking to Promote the Indigenous. 

These various restrictions referred to above and similar others 
are intended to nurse and develop indigenous banking institutions 
by eliminating outside competition and infusing confidence in na¬ 
tional concerns by backing them up with the strength, prestige 
and authority of the State. Stimulus is further obtained from these 
restrictions necessitating foreign banks to enter into alliance with 
local capital and management and open separate institutions for 
handling their foreign operations under local laws. 

Suggestions for Regulation of Foreign Banks in India. 

In view of the position explained above, the opinion is some¬ 
times expressed that exchange banks should not be allowed to carry 
on their business in this country. This view cannot be supported 
owing to the fact that the exchange banks in this country have 
in the past rendered certain services to the Indian trade parti¬ 
cularly the foreign trade of the country but there should be no 
objection to their regulation on the followng lines: — 

(1) All the exchange banks working in India should be 
required to obtain from the Finance Department of 
the Government of India, through the Director Gene- 

38 Banking Reform in Japan, The Bankers’, Insurance Managers 1 and 
Agents’ Magazine, March 1928, p. 388. 

39 The Year Book of the Czecho*Slovakia Republic, 1929, pp. 118-119. 

40 li Indian Finance,” Banking Enquiry Number, 1980, 
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ral of Banks, a license which should be given, refused 
or cancelled after giving one year’s notice at the dis¬ 
cretion of the Finance Member of the Government of 
India. All these exchange banks working at present 
in India, which can satisfy the Director General of 
Banks that they are keeping adequate resources in 
India to meet their rupee liabilities and which agree 
to comply with banking laws of this country should, 
on payment of the prescribed fees, be granted the 
necessary licenses. 

( 2 ) The exchange banks doing business in India should like 

the Indian joint stock banks, publish statements show¬ 
ing their Indian deposits and other liabilities; ad¬ 
vances and discounts and investments in cash. These 
should be accompanied bv latest balance sheets issued 
by their head offices. 

(3) The Director General of Banks should have the power to 

ask for any further information he may deem neces¬ 
sary from the exchange banks. 

(4) The exchange banks like Indian joint stock banks, should 

be required to maintain cash resources against their 
rupee liability. 

(5) Foreign banks should be subjected to the inspection by 

bank examiners and control like indigenous banks. 
Reports and returns shall be as obligatory on them 
as on others. 

Provision® for the Employment of Indians to Superior Posts in 
Foreign Banks. 

In addition to the above it may be considered whether it is 
not desirable and proper to require the exchange banks working in 
this country to throw open at least a certain percentage of their 
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superior posts in India to the people of this country if and when 
qualified persons are available or to train a certain minimum num¬ 
ber of Indian probationers. In this connection reference may be 
made to the fact that the new regime in Turkey compels all alien 
corporations “ to take in Turks in their employ on 50-50 basis.” 
u The Ionian Bank was threatened with suppression unless it in¬ 
creased the proportion of Moslems employed to that required by 
law.” 41 It may also be considered whether the exchange banks 
should not be required to pay any special tax on their profit earned 
in India. 


U “ Early European Banking in India,” by H. Sinba, 1928, see footnote 6, 

p. 220. 

The Annual Register (New Series), 1926, p. 207. Even the Ottoman 
Railway was compelled to employ a number of Turks against its will, 
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SUMMARY 

Ranking in any country should l>e so developed as to promote 
its many-sided economic activities. Indian banking; is conspicu¬ 
ous for its failure to assist the industrial development of the coun¬ 
try; nor does there exist in the country an organized capital 
market. Their place is taken, however insufficiently, by the Manag¬ 
ing Agency system—India’s unique contribution to the institu¬ 
tional developments of industrial finance. 

The Managing Agents are usually men of independent means 
who are prepared to risk their capital in the preliminary operations 
incidental to the creation of any large industry. They promote 
companies, and on the strength of their reputation, get the public 
to invest their money in industrial concerns. They are also 
financiers—they either procure funds for the industrial concerns 
they manage on the guarantee of their own personal financial 
standing or they lend them money from their own private re¬ 
sources. Finally, they manage the business of the concerns which 
they finance or assist in financing. 

The Managing Agency system has been undoubtedly respon¬ 
sible for bringing about even the little industrial development 
which exists in this country hut it has probably outlived its use¬ 
fulness. With its limited resources, lack of a banking clientele 
and an expert technical staff, it can never hope to achieve for this 
country a rapid and extensive industrial development. At the 
same time, it is getting to a stage when its usefulness is being 
outweighed by the disadvantages attendant on its existence, viz., 
failure to properly co-ordinate the available organizing ability 
and capital in this country and inefficient management of industry. 

431 
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A new system will therefore have to be devised to solve the problem 
of industrial development. 

The most common suggestion made for solving the problem 
is the creation of Industrial Banks. It is assumed that industrial 
banks will succeed in supplying both the fixed and floating capital 
needed by industry in this country. As regards the supply of 
fixed capital, if it is to be done on a scale large enough to speed 
up industrial development, capital worth several hundreds of crores 
will have to be raised. Such a course is impracticable under the 
existing economic circumstances of this country. If industrial 
hanks, then, will only have to supply floating capital or working 
expenses, it appears highly unnecessary to undertake ihe trouble 
of creating new institutions for doing what can be done by the 
existing banks themselves with a little more of imagination. The 
only remaining course is to give a new turn to Indian banking, 
impart it an industrial bias and set it working on the lines of the 
German Credit banks. It is suggested that a certain amount 
of state aid should le given to them to induce them to create 
industrial departments. 


It can be taken as almost axiomatic that the banking organi¬ 
zation of a country should, it it were really to he useful, look to 
the promotion of the many-sided economic life of the people. In 
other words, there should he an all-round development of hanking 
which, on the one hand, should mobilise all the credit resources of 
the nation, and on the other, use them for the development of the 
agriculture, industries, and trade of the country. This can only 
be done if banking were diversified and the country contained banks 
that undertook the specialised work of attending to the needs of 
agriculture, industry, and trade of the country respectively. So 
far as commercial banking is concerned, India has an organised 
and widely developed indigenous banking system; though it must 
be admitted that banking on western lines is still in a crude and 
undeveloped stage of evolution. As regards agriculture, some 
kind of an organised attempt has been made from the beginning 
of this century to create a banking system specially interested in 
agriculture, and its development is entirely a result of the growth 
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of the co-operative movement. It is true that this attempt was 
only partially successful, and left practically untouched the field 
of long-term capital and debt-redemption. In the matter of in¬ 
dustry, however, the Indian banking system cannot boast of even 
this partial success. Banking in this country has left entirely 
unexplored the possibilities of co-operation and partnership with 
industry, with one exception where a big experiment in the w*ay 
of industrial banking was attempted and resulted in ignominious 
failure. At the same time, the other essential besides industrial 
banking for speedy industrial development, viz., an organised 
capital market spread out over the country is also lacking. In 
the absence of these two essential preliminary conditions is to he 
found one of the main causes for the slow industrial development 
in this country. And yet, we cannot ignore the fact that there 
has been some industrial development, and this could not have 
been possible without the aid of some kind ot an organised sys¬ 
tem of industrial finance. In considering projects for the creation 
of new economic institutions of the type of industrial banks in 
this country it is desirable to take into account the existing 
methods, principles and organisation of industrial finance. Only 
after a preliminary survey of the existing institutions which are 
acting as industrial financiers can we be in a position to trace 
defects, offer criticism and suggest remedies. It is therefore pre¬ 
ferable to discuss this subject under two broad divisions: 

(1) Existing methods of industrial finance—description and 

criticism. 

(2) Suggestions for improvement, 

Existing Methods of Industrial Finance* 

The financial needs of industry are of a twofold character. 
Every industry needs fixed capital, and floating capital, in more 
technical language, Week account and current account. The fixed 
capital or block account covers the initial needs of the industry, 
the expenses of sites, buildings and, machinery necessary for the 

e. e 
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permanent working of that industry; capital for this purpose is 
necessarily long-term capital fpr it is a long time before such 
fixed capital becomes productive. Floating capital or current ac¬ 
count covers the ordinary Working expenditure of tike industry 
such as, e.g., the cost of the raw material, wages of labour and the 
remuneration due to the entrepreneur. The length of time for 
which such working capital is needed depends primarily upon the 
rapidity of turnover of the article concerned. It may be said 
that in contradistinction to fixed capital, capital required for 
working expenses is short-term capital. So that the problem of 
industrial finance is not merely the provision of long-term capital; 
as important, if not even more, is the provision of short-term capital! 
which alone keeps the industry going. 

In India, as elsewhere, long-term capital for industrial develop¬ 
ment is provided by the shareholders of joint stock corporations. 
The only difference is that, whereas in the west, there is an inter¬ 
mediary between the entrepreneur, and the investing public, there 
is nothing of that sort in India. In the west, the whole system 
of a regular capital market is highly organised and thoroughly 
efficient. It is recognised that-capital is as much of a commodity 
as others and needs similar treatment. Tlhus, for example, if we 
habitually buy certain articles from a dealer, we are prepared to 
accept his judgment of the quality and genuineness of the goods 
he supplies us. We leave to him the task of choosing between 
different samples of one variety; the manufacturer, on the other 
hand, is saved the task of discovering and transacting business with 
individual purchasers. The dealer, then, is a valuable interme¬ 
diary ; similarly, in the case of provision of capital, there are, on 
the one side, the investing public desirous of investing, but not 
prepared to choose for itself the objects of its investment; on the 
other side, there are the entrepreneurs with ideas, and possibly a 
little money as well, who need capital. Aft intermediary' » ne w *- 
sary; that intermediary is the stock broker and the underwriting : - 
house, and the Whole paraphernalia of the capital market, 
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out such an organisation there can be no rapid or large scale in* 
dustrial development. In countries where capital markets are not 
so developed, and the stock exchange and underwriting business 
are in their infancy, banks themselves undertake this task of act¬ 
ing as intermediaries between the entrepreneur and the purchas¬ 
ing public. In such cases, the entrepreneur has only to convince 
the expert management of the bank of the soundness of his pro¬ 
posals ; and he will get the capital he requires; the investing public, 
on the other hand, have only to trust to the judgment and bom /idea 
of the expert management of the bank whose clients they are; 
and they , get the proper stock in which to invest their savings. 
One can therefore easily realise the immense importance of some 
such organisation in mobilising the idle capital resources of the com¬ 
munity. It is a tragedy therefore, that there is no such effective 
organisation in India. The Indian capital market hardly deserves 
the name, while the banks do not undertake this kind of work. 
But there must be some substitute however inefficient it might 
be—otherwise, there can be no industrial development through the 
medium of joint stock concerns; for the public will not invest 
their money unless they have confidence, and at the same time 
they have neither the patience nor the necessary knowledge to ad¬ 
judge accurately the merits and demerits of prospective subjects 
of investment. They want someone in whom they believe, and 
by whose association with a particular industrial concern they 
acquire the necessary confidence in that industrial concern itself. 
This Indian substitute for a capital market and an industrial 
banking system is the Managing Agent. As the Managing Agency 
system and the Managing Agents form the basic framework of 
existing methods of industrial finance in this country, we give 
below a brief description of this system. 

The Managing Agency System. 

The following rough definition is attempted by the present 
writer as summing up the main contents of the concept of the 
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Managing Agency system. The Managing Agent is an individual 
or group of individuals with strong financial resources, who do 
the preliminary work of research and experiment precedent to the 
starting of new concerns, form and promote joint stock companies, 
act as their financiers or guarantors and generally manage their 
business. The main functions of Managing Agencies can then be 
classified under the following three heads: — 

(1) They act as company promoters. 

(2) They take the place of underwriting houses, and by their 

financial reputation, inspire confidence in the invest¬ 
ing public. 

(3) They supply the working capital of the concerns of 

which they are the agents, either from their own 
resources or from borrowed money. 

Company Promoters. 

It is a well-known fact that before any industrial concern 
can be started, a certain amount of preliminary work has to be 
done, involving expenditure of both money, and technical and 
financial talent. Under present circumstances in India some one 
individual or a group of individuals has to take the initial risk 
of investigating into the possibilities of the successful working of 
the new concern, and start preliminary operations. In the west, 
the efforts of these initial promoters are rewarded by the grant 
of ready cash or the allocation of a certain portion of their share 
capital. In India, they are rewarded by being entrusted with 
the managing agencies of the concerns in creating which they 
take the initiative. A notable instance of such a concern which 
has turned itself into a managing agency is Tata Sons, Ltd., 
especially with reference to the Tata Iron and Steel Company, 
the Tata Hydro-Electric Company and the Indian Ckjment Com¬ 
pany- Indeed, most of the big Cotton Mills, and Jute Mills, iron 
and steel works, tea gardens, collieries, and the greater n umber $f'. 
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the Electric Supply Companies and the Light Railways in India 
were established and controlled by Managing Agents. 

It many be pointed out however that not all managing agen¬ 
cies perform this function. They may also come into existence at 
the time of the liquidation and reconstruction of established in¬ 
dustrial concerns, e.g., when the Sir Shapurji Bharucha Mills 
went into liquidation, a new company was started to buy it up, 
of which the Sassoon group became the managing agents. 

Underwriting Houses. 

We have already pointed out how r necessary it is that there 
should be a trusted intermediary to bring together the moneyed 
investing public, and the needy but brilliant Company promoter. 
This function is performed in the west by underwriting or Issue 
Houses, and on the continent, forms a part of the normal work of 
banks. In India, however there are no underwriting firms or es¬ 
tablished Issue Houses. The man with ideas and enterprise has 
therefore to find some one to back him np, in whom the public 
will have confidence. They assist in the placing of shares on the 
market and the mobilisation of the peopled savings for industrial 
purposes. 1 

Financiers. 

The promotion of Companies, and issuing of their shares are 
not the necessary functions of every Managing Agency. The 
most important as well as the most universal attribute of the 
Managing Agency is the supply of finance. 


I Cf. “ The Managing Agency system has done more to provide and attract 
capital into industrial enterprise than Banks or Corporations.”—Evidence of the 
Bombay Chamber of Commerce before the Central Banking Enquiry Committee. 

* Also of. “ The existing big industrial undertakings in India were practically 
created by firms whose activity of financing and controlling industry was covered 
by the plain name of Managing Agents.”—Dr, L. Nemenyi. 
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Every industrial concern needs finance of two kinds, via*, 

Fixed capital or Block Account. 

Working capital or Current Account. 

The former is mostly supplied by shareholders. As regards 
the supply of working capital or new fixed capital for purposes of 
reconstruction or extension of the business there are three ways of * 
raising money. 

(1) Through Banks. 

(2) Through deposits by the public. 

(3) Through Managing Agents. 


Batiks. 

The evidence of Indian industrialists and Chambers of Com¬ 
merce given before the Central Banking Enquiry Committee now 
sitting at Poona demonstrates the enormous difficulties experienc¬ 
ed by them in obtaining financial facilities from Banks. It may 
be noted that the evidence of European Chambers of Commerce 2 
radically differed from this view and stressed the existence of 
ample facilities to sound concerns. This evidence might be a 
practical confirmation of the long entertained suspicion that 
European concerns obtain finance on easier terms than their Indian 
compeers do from either the Imperial Bank of India or the Ex¬ 
change Banks. Apart from this, even assuming a genuine desire 
on the part of banks to be helpful towards industry, they are not 
prepared to take the risk of financing industry in periods of de¬ 
pression which is the time when it most requires finance. It 
is thus a fact that during the period 1920—23, Joint Stock Banks 
found the greatest difficulty in obtaining funds. It is also well- 
known that banks in Bombay have recently considerably curtailed 
their advances to textile concerns in the city, while one firm of 


2 Northern India Chamber of Commerce, Bombay Chamber of Commerce, 
Exchange Banka* Association, Bengal Chamber of Commerce, Karachi Chamber 
of Commerce, and Managing Governor of the Imperial Bank. 
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exceptional financial standing and in a fully solvent condition was 
threatened with a closing of its cash credit just because it was in 
temporary difficulties. Even when the banks do lend money, they 
are not prepared to lend it on the security of the stocks in hand or 
in process or the mortgage of the firm’s fixed assets alone; they 
demand in addition, a solvent and financially strong guarantor; 
and this happens in practice to be the Managing Agent. 5 So 
even in the obtaining of finance from banks, the assistance and 
guarantee of the Managing Agent is found necessary. 

Deposits from the Public. 

It is pointed out 3 4 that with very few exceptions, cotton mills 
generally depend for their working capital to a considerable ex¬ 
tent on deposits received from the public. Thus, for the year 
ending 31st. December, 1928, the amount of deposits received by 
25 mills reached the aggregate total of Rs. 5 08 crores. 5 As a 
matter of fact, till recently, public confidence was so well estab¬ 
lished that mills could obtain deposits at even less than the Bank 
rate; the Ahmedabad mills obained them at rates varying from 


3 “ Apart from Government ami other Trustee Securities deposited with Banks, 
it is not uncommon for them to demand and obtain from Mill Companies the Joint 
Promissory Note of the Companies and its Managing Agents as collateral security 
for advances made.”—Evidence of the Bombay Mill-owners’ Association before the 
Central Banking Enquiry Committee. 

Also “ In the case of the Imperial Bank of India, to meet the requirements of the 
Act, advances to Companies of this nature are granted on the security of pro¬ 
notes drawn by the borrowers in favour of the guarantors, who are usually the 
Managing Agency firms and endorsed by the latter to the Bank; and the hypothe¬ 
cation of stocks is taken as collateral security.”—Evidence of Mr. K. M. MacDonald, 
Managing Governor, Imperial Bank, before the Banking Committee. 

4 Vide evidence of Mr. A. D. Shroff before the Central Banking Enquiry 
Committee. 

3 Ibid., Sholapur mills with a paid-up Capital of Its. 8 lakhs had Bs. 100 
crores; Swadeshi with a paid-up Capital of Bs. 20 lakhs, held Bs. 42 lakhs ot 
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5 to 6 per cent. But, here again the Managing Agents form a 
necessary factor in securing such finance. The readiness of the 
public to deposit funds, and the rate at which they lend the money 
depend entirely upon the credit and financial standing of the 
Managing Agents of the companies concerned. 6 Of recent times, 
even this source of finance is getting dried up on account of the 
extensive Treasury Bill operations of the Government of India. 

Managing Agents. 

It has already been pointed out how the assistance of Managing 
Agents is found indispensable for obtaining money either from 
banks or by deposits from the public. Besides the assistance which 
they lend to industries by the guarantee of their name, the Manag¬ 
ing Agents often render direct financial aid by granting loans from 
their own private resources to the industrial concerns which they 
manage. This, in fact, is the most important function which they 
perform in relation to industry. And, it is pointed out that in 
the financing of the working expenditure of textile concerns, tea 
gardens, collieries, jute factories, iron and steel companies, and 
power concerns, the Managing Agents play a useful and a pre¬ 
dominant part 7 especially in periods of depression when the banks 
are positively unwilling to grant adequate cash credits to these 
industrial undertakings. 

Even the financing of block expenditure, especially when it 
is by way of reorganization of an existing concern or the addition 
of new machinery, is undertaken to a large extent by these Manag¬ 
ing Agents. In western countries, such expenditure is financed 
by the issue of debentures. Debentures, however, do not fluctuate 

6 Vide the evidence of the Ahmedab&d Millowflers’ Association : “ The 

of deposits is possible only on the credit of the Agent®. Hence if the Agegfa 
are not very substantial parties, they are unable to obtain deposits.” 

7 Vide the evidence of the Bengal National Chamber of Commerce, the Bombay 
Millowners Association, the Ahmedabad Millowners’ Associa tion, the 

Tea Planters’ Association, the Marwari Chamber of Commerce and Mr. A. D. 
Shroff. 
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in value 80 readily as shares, and therefore are not proper materia! 
for speculation. This factor, il is claimed by the Bombay Chamber 
of Commerce, may be the one responsible for their unpopularity 
in the markets of western India. And their place is, perforce, 
taken by the Managing Agents. 

General Features of the Managing Agency System. 

The Managing Agents, then, are the company promoters, the 
issue houses, and the industrial financiers of India, Indeed, as 
was pointed out by one witness before the Central Banking 
Enquiry. Committee, the addition of a department for Commercial 
Banking to the normal functions of the Indian Managing Agent 
would make him correspond very closely to the big Continental 
Bank of the mixed type which bas played such an important part 
in the promotion of industrial development. And, considering 
the importance of their functions, it is strange that there is no 
regular constitution for these firms and that they have no systematic 
organisation. They have come into existence out. of the sheer 
pressure of economic circumstances, and probably represent India’s 
unique contribution to the institutional developments of industrial 
finance. 

Defects of the Indian Managing Agency System. 

There are, however, certain defects about the Managing 
Agency system in Tndia which cannot be ignored. These may he 
roughly classified as under: — 

(1) Divorce between banking and industry. 

(2) Inefficient direction and management of industry. 

Divorce between Banking and Industry. 

While the Managing Agents in India have undoubtedly tried 
to supply the need for industrial banking, it cannot be denied 
that the results achieved are not as great as would have been the 
case, if hanking in this country had developed an industrial bias* 
F. 7 
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Thus, the Managing Agents tend to work in a groove with the 
result that their outlook on industry becomes conservative, and 
new industrial propositions are not given the proper attention 
which they deserve. Secondly, these Agents are not organised 
into any one association nor do they actively co-operate in the 
promotion of industry. The result is that they do not have, at 
their service, the necessary technical and economic experts who 
alone can decide upon the soundness, practicability and profitable¬ 
ness of proposed new undertakings. Thirdly, the financial re¬ 
sources of these Agents are limited with the result that even in 
protected and undoubtedly profitable industrial fields, new con¬ 
cerns do not come into existence.* Fourthly, whatever their 
financial standing or reputation, they do not have that intimate 
contact with the investing public which is possessed by banks, so 
that they are unable to float or underwrite industrial issues to any 
considerable extent. In short, the dual existence of the Manag¬ 
ing Agency system, and the banks has resulted in a drag on 
industrial development, the actual industrial concerns floated and 
worked having a very remote relation to the total savings of the 
people on the one hand, an<T the brilliant schemes of the 
entrepreneur on the other. The Managing Agencies, then, have 
failed to secure proper eo-ordiuation between the capital and 
organizing ability available in this country. 

Inefficient Direction and Management of Industry. 

Whilst we do not forget the yeoman service rendered by these 
Agencies in making industrial development even possible we 
cannot deny the charge of inefficient, management levelled against 

8 Cf. Speaking of the Iron and Steel industry Mr. A. D. Shroff asserts : ‘ That 
there is a lack of adequate credit facilities for the finance of this industry is widely 
recognised and this recognition explains why new companies |ure not started for 
the manufacture of steel, notwithstanding the fact that the cost of producing pig* 
iron is cheaper in India than anywhere else and that the annual consumption of, 
steel is much larger than the total producing capacity of the existing companies 
—Evidence before the Contrail Banking Enquiry Committee, 
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them. The following are the reasons alleged by those who ought 
to know about the matter: — 

(1) Managing Agents are interested in securing employment 

for their friends and relatives in the concerns manag¬ 
ed by them and thus sacrifice efficiency and talent to 
• short-sighted views of their own interests. 

(2) Managing Agents are interested in getting the raw 

materials, etc., of the concerns managed by them 
supplied by their friends and relations who are 
encouraged to charge prices higher than the market 
rates. The cost of production is thus unduly raised 
and the industry naturally gets a reputation for 
inefficiency. 

(3) The method of remunerating the Agencies used once 

upon a time, to be that of allowing commission on 
production instead of sales, with the resull that the 
Agents used to embark blindly on a career of produc¬ 
tion without any reference to the nature and exjtent 
of the demand. Fortunately, this practice is now go¬ 
ing out. of vogue and being replaced by one of com¬ 
mission on net profits. 9 

(4) Being not directly interested in the fixed capital of the 

companies they manage, there is a possibility of these 
Agents not paying careful attention to the share¬ 
holders’ interests in expending the money. Some¬ 
times it is alleged that concerns are run into 
voluntary liquidation, when the Managing Agents 

9 Reminiscent of the old times is the case now pending against the Managing 
Agents of Manekji Petit Mills, who in their* terms of agreement with the 
Company, inserted a danse of a commission of a certain fixed amount on every 
lb, of cloth produced by the Company. It is contended by the shareholders that 
this danse is unjust and out-of-date and should be replaced by one of commission 
on net profits, 



434 


V. K. R. V. RAO 


fonn a new company and take over the assets and 
stock of the old one at abnormally low prices. 

(5) The interests in Managing Agencies are heritable assets 
with the result that there is every possibility of the 
control and guidance of industry passing into the 
hands of absolutely inefficient persons. 

Summary. 

The Managing Agency system is an institution which has 
played a cardinal part in the industrial development of this 
country. To this institution is due the creation and continued 
existence of such of the industrial cincerns as have survived in this 
country in spite of the admittedly commercial character of the 
Indian banking organisations which were devoid of any industrial 
bias. While recognising the services rendered by this institution 
to industrial development, it must be admitted that in their 
present form, they have almost outlived their usefulness. The 
Managing Agency has not resulted in any considerable co-ordina¬ 
tion of capital and organisation, nor has it obtained any conspicu¬ 
ous success in the management of industry. The larger interest 
of industrial finance for Indian industrial development therefore 
demands either a reform of the old one or the creation of a new one 
which will have, as its sole objective, extensive, speedy, and 
sound industrial development. These, then, shall be the criteria 
which we shall apply to any proposed schemes of financing Indian 
industry. 

(1) It must ensure industrial development on a large scale. 

(2) It must speed up industrial development. 

(3) It must not result in the reckless promotion of bubble 

companies the failure of which will destroy public 
confidence, but should create sound industrial 
concerns. 

(4) It should "be practicable. 
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In short, it must mobilise and co-ordinate the available capital 
and organising* ability in ibis country for purposes of rapid and 
extensive industrial development. 

Industrial Banks. 

The solution most commonly suggested is the formation of 
Industrial Banks, either on an all-India basis or for each indivi¬ 
dual province. While the European Chambers of Commerce and 
industrialists are almost unanimously against the creation of 
industrial banks, Indian industrialists and associations have 
declared themselves categorically in favour of such banks. 10 The 
Industrial Commission was first lesponsiblo for popularising the 
advocacy of industrial hanks. After declaring themselves in 
favour of the creation of industrial hanks, the Commission proceed¬ 
ed, 11 “ We are of opinion that an industrial bank should possess 
a paid-up share or debenture capital high in proportion to its total 
business, it should observe the usual precautions in not allowing 
too large a share of its funds to he used for the benefit of any 
single interest or group of financially interdependent interests; its 
loans on plants, buildings and land should be carefully considered 
and should be 'limited in each case; the larger portion of its indus¬ 
trial business should be confined to the provision of working 
capital; it should provide initial capital with caution, at any rate 
during its opening years, and should not itself at first attempt- to 
float companies, though it may advise and assist in other ways the 
persons who propose to do so. The main factor of safety in an 
industrial bank is the judicious limitation of each class of business 
to its proper proportions.” Elsewhere, the Commission observed, 


MEg., The Bombay Millowners’ Association, the Southern India Chamber of 
Commerce, Karachi Indian Merchants’ Association and Buyers’ and Shippers’ 
Chamber, Andhra Chamber of Commerce, Marwari Chamber of Commerce, the 
Ahmedabad Mrllowners* Association, Mr. A. D. Shroff and Mr. S. N. 
Pochkhanawafla,—Evidence before the Central Banking Enquiry Committee. 

U Industrial Commission’s Report, para 291. 
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“ An industrial bank with a sufficiently large capital to ensure its 
safe working must, at any rate for some time, combine ordinary 
banking business with its industrial activities to enable it to obtain 
a return on its capital.” 12 Four facts stand clear from the preced¬ 
ing description: — 

(1) The Bank should, in addition to its industrial acti¬ 

vities, carry on commercial banking. 

(2) The Bank should look mainly to the provision of work- 

ing capital. 

(3) The Bank should not float companies. 

(4) The major portion of the Bank's resources shall be 

drawn from paid-up share capital and debentures. 

The question of industrial banks in India really resolves itself 
into this—are they to assist industrial development by supplying 
fixed capital and directly participating in new issues or not? The 
Industrial Commission's reply is in the negative, so far as the 
immediate future is concerned. There are others who are more 
hopeful. If the main function of an industrial bank is going to be 
the supply of fixed capital, then it must have an adequate amount 
of financial resources. Such financial resources will have to l>e 
tied up for a long time, and cannot obviously be raised by deposits 
from the public. The money required will have to be raised from 
share capital and debentures. And the suggestion is that there 
should be one industrial bank for every province in India. 
Assuming that each bank has a minimum spare capital of Rs. three 
crores each, the total money required will be at least Rs. 27 crores. 
This amount cannot be raised unless the state guarantees payment 
of interest as well as capital. Payment of interest will not involve 
a great financial strain; but payment of capital is a risk which 
the state cannot undertake for this reason that the risk is very 
real; unless the new industrial banks take great risks, they will 


12 Industrial Commission's Report, p, 181, 
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not succeed in promoting industrial development; if they do take 
risks, the state stands every chance of being called upon to pay 
the shareholders, and the enfeebled Indian taxpayer will be the 
sufferer. Even assuming that on grounds of national necessity, 
the state is willing to undertake this risk, industrial development 
'cannot be brought about on a profitably large scale unless the banks 
have much larger resources to operate with than the 27 crores 
which will be their share capital. Even the present industrial 
development of Tndia has cost this country capital exceeding several 
hundreds of crores, though it is admitted on all hands that the 
development, has been painfully slow and on a small scale. The 
protagonists of industrial banks propose to acquire the larger 
resources required by the banks issuing delnmtures to the value 
of several times their share capital the multiple varying from 
ft to 20. Whether these debentures will be taken up by the public, 
however, is a very doubtful question. Unless Government guar¬ 
antee repayment of the debentures as well, they will not find a 
market; that, however, is a course which they can in no circum¬ 
stance follow, looking to the fact that it would thereby commit 
them to the payment of several hundreds of crores of rupees. 
Without Government guarantee, the debentures will not find a 
market* Even a company of the financial standing of the Tata 
Iron and Steel Company had to raise its debenture capital outside 
India. Even if the new industrial banks start commercial bank¬ 
ing business thereby attracting clients whom they can persuade 
into purchasing their debentures, it will take a long time before 
they will obtain a sufficiently large number of clients and acquire 
the neceasary credit in their eyes. We may therefore dismiss as 
impracticable the suggestion that industrial banks can finance the 
fixed capital expenditure of industrial concerns. The extent to 
which they can do so is certainly limited and will not result in 
rapid industrial development. 

The other function which is assigned to industrial banks is 
that of financing the working expenses of industrial concerns. 
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Advocates of industrial banks for this specific purpose however 
must remember that even to-day,, ordinary banks do lead consider- 
able sums of money to sound industrial concerns. Industrial con¬ 
cerns obtain a large portion of their working capital from banks 
though with difficulty and on the guarantee of the Managing 
Agents. The complaint is also made that the banks require too* 
large a margin; and withdraw their assistance in times of de¬ 
pression. These unhappy results arise from two causes, viz., the 
absence of licensing warehouse which will provide industry with 
liquid and negotiable securities, and the absence of an industrial 
bias on the part of Indian banking. As regards the first defect, 
most of the Provincial Banking Committees have reported in favour 
of the creation of Licensed warehouses, preferably with State Aid. 
That will provide banks with negotiable securities and will re¬ 
move one of their objections to lending money to industry. 

As regards the second, we detail below ways and means of 
giving banks in India an* industrial bias. By Banks possessing 
an industrial bias we mean banks which will work on the lines of 
the German Credit Banks. Such institutions will not only supply 
the working expenses of industrial concerns, but will also assist 
in the creation of new concerns and bring about industrial 
development. 

Thus, these Banks will have, in addition to their commercial 
banking business—which is their main source of profit—an Indus¬ 
trial Department. The most recent, book on joint*stock banking 
in Germany thus describes their functions: “ The current or short¬ 
term- business of credit banks has assisted them in carrying out 
promotion and issue transactions. In most cases they have been 
able to approach the latter with a full knowledge of Jhe under¬ 
takings concerned, or of similar undertakings, based on continu¬ 
ous business relations: they have been at hand to advise their 
customers as to the prospects for placing an issue in the capital 
market, and when the outlook has been temporarily unfavourable 
they have been able to make advances in anticipation of the 



Industrial finance in India 


43d 


SUcceBS oi a later issue. Finally their wide connexions amongst 
tile inverting public, for whom they act as brokers, have assisted 
thfem in placing securities.”* 3 Their commercial banking thus 
helpB their industrial banking operations; and their industrial 
banking increases their commercial banking business. As Whale 
points out; “ The distinctive characteristic of joint stock bank¬ 
ing in Germany is the integration of branches of finance which 
elsewhere are often separated.” The industrial activities of 
German Banks, however, observe the following conditions; — 

(1) Policy one of promotion of new industrial concerns 

and the placing of their issues on the market rather 
than one of direct participation by subscription to 
share capital. Even when the banks do subscribe 
to the share capital, they do so in conjunction with 
a special syndicate formed for the purpose, and the 
investment is for a strictly temporary period. 

(2) Before the Bank sponsors any new industrial concern, 

it makes the fullest enquiries, both technical and 
financial, regarding the prospects of its success. This 
is done by the experts employed by the Bank specially 
for that purpose. 

(3) After a Bank sponsors a new industrial concern, it 

does not regard its task as complete with the mere 
floatation of its issues. It regards itself bound to look 
after the interests of that concern, since it is on the 
Bank's recommendation that its clients have ventured 
to invest their money in that concern. This is done 
by the Bank nominating on the Directorate of these 
concerns, and even on their superior managing staff 
experts selected by itself. The appointment of these 
experts serves a double purpose. On the one hand, 


** “ Ma* Stock Banking in Germany,” P. Barret Whale . 
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it helps to keep the concerns at sound working ami 
assists the banks in the creation of more new indus¬ 
trial concerns; on the other hand, it keeps the banks 
fully acquainted with all the details of these concerns* 
thereby rendering safe their advances to them for 
working expenses. It further brings about a profit¬ 
able co-operation between banking and industry. 
Indeed, the most remarkable feature about German 
industry is the number of such nominees who serve 
on the directorates of industrial concerns. 1 * 
i..(4) Concerns thus sponsored by Banks become their 
clients so far as capital for their working expenses 
is concerned. Not only do banks help them in this 
direction, but they most valiantly come to their rescue 
during periods of depression. 

(6) Their direct participation in new industrial concerns 
by way of subscription, in other words, their 
industrial investments never or hardly ever exceed 

A4 Cf. the following table compiled from Whale, Ibid., p. 60. 


Representation of 

the Banks 

on Industrial Boards of 



Supervisors 

—1911. 



Number of 

Number of 

Industry 

Bepresen 

Industry. 

Represen¬ 


tatives. 


tatives. 

Mining and Smelting 

... 114 

Buildings 

... 9 

Stonea and Earth Products 

... 19 

Artistic Products 

... 9 

Metal Working 

... 41 

Commerce and Finance 

... 149 

Machines and Instrument-Making 64 

Insurance 

... 28 

Chemicals 

... 90 

Transport 

... 94 

Oils and Fat Products ... 

... 80 

Foreign Companies ... 

... 82 

Textiles 

... 84 

Hotels and Restaurants 

... 1 

Paper 

... 8 

Wood and Wood Products 

... 1 

Rubber 

... 8 

Land Development Companies ... 64 

Food. Drink and Tobacco 

... 96 

Electricity 

... CT 
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their share capital and reserve. They rarely encroaoh* 
on their short-term deposits for their long-term needs. 
As there is some misconception on this point, we re¬ 
produce below a table compiled from figures relating 
to continental banking in 1938 specially prepared and 
supplied to the Central Banking Enquiry Committee 
by Dr. L. Nemenyi of Hungary. 


Name of the Bank. 


Capital 

and 

Reserve. 


{In lakhs of Rupees) 


J, TJ 
a © 
© M 

JJ 

s’ 


gs& 


e» a 
a © 

® a 


° © <8 



CL 


Societe Generale de Belgique ... 

45,40 

... 37,34 . 

.. 82 

Banque Bulgare de commerce ... 

16 

5 . 

.. 30 

Kjobenhavns Hundelsbank 

6,07 

... 6,75 . 

.. Ill 

Deutsche Bank 

14,98 

... 9,50 . 

.. 63 

Societe Generale 

6,66 

... 1,24 . 

19 

Banque Commercia'le de Grece ... 

1,55 

... 1,93 . 

.. 123 

Amsterdamsche Bank N. V. ... 

11,84 

... 1,55 . 

.. 13 

Banca Commercia'le Italiana 

18,60 

... 13,60 . 

.. 73 

Den Norske Credit Bank 

3,37 

... 3,37 . 

.. 100 

Oesterreichische Credit Anstalt ... 

4,76 

... 4,88 . 

.. 102 

Bank Handlowy Warszavine ... 

76 

64 . 

.. 83 

Banca Chrissoveloni 

91 

... 1,28 . 

.. 139 

Skandinaviska Kredit-Aktiebo- 




laget 

13,65 

..- 4,87 . 

.. 36 

Schweizerische Kredit-Sanstalt ... 

10,61 

... 3,02 . 

.. 28 

Banco Hispano Americano 

4,15 

... 4,28 . 

.. 103 

Erste Kroatische Sparkasse 

76 

... 1,89 . 

.. 247 

Zivnostenska Banka ... 

3,76 

... 5,28 . 

.. 140 

Fester Ungaritche Commercial 




Bank 

2,60 

... 2,05 . 

.. 18 
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It is obvious that in the great majority of cases, the long-term 
deposits are either less than or hardly exceed the hank’s capital 
and reserves. 

The practical question now for us to consider is how this 
industrial bias is to be imparted to the Indian banking system. 
We have seen that it is impossible for any bank or group of banks 
to finance the capital expenditure of industry on the strength of 
their resources alone. The aid of the investing public has to be 
sought, and foT this Investment Trusts are needed. Investment 
Trusts, however, suffer from the same disadvantage from which 
Industrial Banks will suffer, viz., that they have to build up a 
new clientele. It is however difficult to induce Indian banks to 
take up this business for this reason that their capital resources 
are low and already invested in buildings; and secondly they have 
not at their disposal an expert technical and financial staff with¬ 
out the aid of which they cannot examine proposals for industrial 
undertakings. And unless some kind of State aid is given to them, 
they will not venture on this new business. There is no reason 
why the state should not render its assistance. Banking is as 
much of a key industry as is 'iron and steel, for example. The 
exact form that state aid should take is a matter on which our 
suggestions are by no means final. But we may offer the sugges¬ 
tion that the state should give bounties to banks for the employ* 
ment of a technical staff. The state might also guarantee the 
payment of interest on debentures issued by hanks to a limited 
extent. The process of industrialisation will be hastened if some 
of the abler among the Managing Agents are pressed into the 
industrial service of these banks. By this method industrial 
concerns will get working capital, there will be some guarantee 
of their being properly managed, and new industrial concerns c*a 
be started with rapidity. *;C,, 

In conclusion, we feel compelled to emphasise that alt 
suggestions made by us above are only half-way measures 
secure industrial development. They will not go far, 
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State in India shows a change of heart and not only adopts but 
carries out a vigorous policy of actively encouraging Indian 
industries. This can only be done by a protectionist tariff, other 
forms of State Aid, and most important of all, manipulation of 
the currency and credit of the country in the interests of internal 
trade and industry rather than of foreign trade and foreign 
exchange. 



PROBLEMS OF INDUSTRIAL BANKING 
AND FINANCE 


BY 

P. S. Lokanathan, 

Reader in Economics, University of Madras. 
SUMMARY 

The Banking System of India following the peculiar English 
commercial banking system has not only failed to serve the long¬ 
term needs of industry but is inefficient even in the performing of 
its narrow function. The inadequacy of working capital for 
industry and its high cost call for urgent remedy and 
the crying need of industry is an extension of banking 
facilities. The need for a more liberal outlook on the 
part of banks is emphasised. It is impossible to reorganise Indian 
deposit banking with a view to enabling it to finance the permanent 
expenditure of industry and its long-term needs. A special insti¬ 
tution is required, the industrial bank being the most suitable 
agency. It must be on a provincial basis with a co-ordinating 
central board. It must be allowed to do a certain limited amount 
of commercial banking. For the financing of smaller industries 
an improved State Aid to Industries Act in all provinces is recom¬ 
mended; but the administration of the Act is to be entrusted to 
a special body of technical and banking experts, which will be 
able to examine both its technical and business conditions of 
success. For the financing of cottage industries, the Bame ad¬ 
ministrative machinery may be availed of; but assistance should 
be rendered through the agency of co-operative associations, the 
formation of which should be encouraged. 

Introduotion. 

At a time when the banking organisation of the country is 
being reviewed with a view to improving it, it seems desirable to 
crystallise our ideas on the financial needs of industry and on the 
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manner in which an efficient banking system may be expected to 
serve those needs. That the problem of industrial finance is close¬ 
ly linked up with the nature and development of the banking 
system of each country cannot be doubted. The Scotch banking 
system regarded as the classic banking system of the world had 
been designed to finance industry and promote the economic 
development of the country. Europe has followed the same 
principle and while Germany affords the most outstanding example 
of the fusion of functions, combining commercial and investment 
banking, she is certainly not peculiar in her banking practice. 
The banks of Belgium, Sweden, Austria, Switzerland and many 
other countries in Europe have been more or less i universal 9 
providers and there is no sign that these industry-financing types 
are likely to modify their main structure. Indeed after the War 
the commercial banks of the world tend more and more to the 
pre-war German type of institution, nor “ is there any perceptible 
feeling that this new trend is to be objected to but rather the 
reverse.In the U.S.A., the same tendency seems to be at 
work and the McEadden Act of 1927 expressly allowed national 
banks to embark upon business as issuers and dealers in invest¬ 
ment securities. 2 It was only in England that specialisation of 
functions had been adopted and carried to an extreme point, the 
ordinary banks supplying only short-term credit to trade and 
industry leaving the task of long-term financing to various other 
financial institutions. But this division of functions had at last 
resulted in a high degree of efficiency in commercial banking and 
trade and industry were able to get their short-term requirements 
on the cheapest possible terms. Further England had large capital 
resources and special financial institutions and hence on the whole 
her industries were able to provide themselves with fixed capital 
and long-term credit without much difficulty. But even so, it is 
now admitted that there is a gap in the financial machinery and 

, 1 Foreign Banking Systems, Pitman, p. 48. 

2 Ibid., p. 41. 
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special measures have been recently taken to fill in this gap* 
Further after the War even the British banks have been disposed 
to broaden their policies considerably and to abandon their com¬ 
paratively pure standards of banking practice. It is therefore in 
some ways unfortunate that the Indian joint stock banks following 1 
the lead of the Imperial Bank should have closely followed the 
somewhat unique English system with the result that they are 
thoroughly ill-fitted and ill-equipped for the task of giving extend¬ 
ed credit to industry. It is true that the indigenous banking 
system of the country had not made any real distinction between 
one kind of credit and another; but the financing of industry had 
never formed part of a regular and organised plan or system. 
However, in any reorganisation of the Indian banking system we 
must, build only on the existing foundations and unfortunate as the 
line of development of her commercial banks might have been, our 
arrangements for the financing of industry must have regard to 
the character of the Indian deposit banking. 

II. Working Capital. 

But the complaint against the Indian banking system is not 
so much that it had not achieved what it never intended to do as 
that it had failed to fulfil the main purpose which it had set itself 
out to achieve. In England especially since the prooess of concen¬ 
tration in banking started, one of the most essential requirements 
of industry, that of short-term credit, is fully, cheaply and 
efficiently met and the remaining problem of industrial finance is 
only that of finding agencies for the supply of initial capital and 
capital for extension and improvements. In India, on the other 
hand the problem of supplying working capital to industry is 
perhaps even more serious and urgent than that of supplying ini¬ 
tial capital. Too often all the capital raised by industry 
in India is exhausted in setting up the factory with 
the necessary equipment and loans have to be raised 
with the greatest difficulty and on the most onerous terms 
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for current requirements. The need for working capital arises 
from the fact that an interval of time occurs between expenditure 
on production and realisation from sale and that during this period 
the manufacturer has to carry a considerable amount of capital 
liability. The amount required of course varies from industry 
to industry and may be reckoned at a value of about 6 to 8 months’ 
output in normal times. 3 4 It forms again about 20 to 30 per cent 
of the total block capital of a business. In the Tata Iron and 
Steel Company the working capital required is as much as 2\ to 
3 crores of rupees. 41 But even in other industries like cement and 
paper it amounts to 12 to 15 lakhs of rupees tor each factory. 
Part of it is usually secured by the ordinary methods of capitalisa¬ 
tion, i.e., by the issuing of shares; hut industry relies chiefly on 
banks for current finance. Unfortunately however there are no 
banks at all in some of the industrial centres in India and the 
smaller industries of many provinces have often even no remittance 
facilities. Several concerns in Bengal, Bihar and Orissa have 
had to wind up their business for want of small funds of working 
capital although their investments in plant and building, etc., 
were ten to fifteen times the amounts needed by them. 5 Some 
of the private collieries in Bengal had been put to such straits 
that they had to borrow’ at 3b per cent. 6 Many of the private and 
Indian-owned tea estates have had to borrow for their working 
expenses from the moneylenders at high cost. Th inade piacy of 
funds and the high cost of such as are available are the fiis 1 ele¬ 
ment in the problem of industrial finance in India and the problem 
of providing initial capital to industry is only subordinate to the 
former. It is in this respect that the contrast between India and 
other countries is seen to her great disadvantage. Other nations 


3 Report of the Indian Tariff Hoard, Paper and Pulp Industries, p. 52. 

4 Statutory Enquiry (Steel), 1920, Vol. II, p. 310. 

5 Industrial Commission Report, Voi, II, p. 227, 

6Ibid tf p. 286. 
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have still io grapple with some of the problems of long-term credit, 
hut India has to attack both aspects of industrial finance. The 
crying need then of Indian industry is an extension of banking 
facilities. It is useless to fritter our energies in arguing whether 
development should be on the lines of amalgamation and exten¬ 
sion of branch banking or on those of independent local units. 
Where there is such serious shortage, both would be equally 
welcome; but the trend of banking developments all over the 
world has been towards concentration with extended branch bank¬ 
ing. In the economic development of Canada and Australia, the 
ramifying influence of the big banks has been powerful. Indus¬ 
try cannot develop rapidly in India until commercial banking is 
more widely and rapidly developed. In the very extension of 
ordinary commercial banking, lies the hope of industry to get one 
of its difficulties resolved. 

The paucity of banks and the lack of banking facilities are not 
the only difficulty; the rigidity of the conditions under which they 
work and the conservative policy they have been following have 
equally been responsible for their failure to meet the short-time 
needs #f industry. In South Africa, under the cloak of overdrafts 
which are nominally repayable on demand banks have been ad¬ 
vancing money for long-term, intermediate and short-term periods 
and although there is great, danger in this, it shows how under 
the dominant motive of industrial development, banks can help 
industry in every way. In India the ordinary * joint-stock banks 
have been very timid and cautious; but the blame cannot of course 
be solely laid on them. The system of cash credits adopted by 
the Imperial Bank and others is not sufficiently elastic especiallly 
in times of economic depression 7 and should be replaced as far as 
possible by the system of discounting short-term bills. Banks 
should also lend more freely on stocks of goods and products in 
course of manufacture. The system of keeping the goods under 


7 Cotton Textile Industry Enquiry, Vol. I, p. 9L 
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the lock and key of the banks without giving suitable ^facilities 
for sale should be abolished and independent warehouses should 
be established under legal safeguards, whose warrants could be 
used as collateral, thus dispensing with the need to hand over the 
goods to the banker. Provision should also be made for the in¬ 
dependent valuation of goods so that the banks may be able to 
dispense with the present arbitrary methods of valuing them and io 
advance as much as possible without fear of loss. Above all, 
banks should be animated by a desire to assist industry, without 
of course surrendering their principles of safety. 

III. Initial Capital. 

The starting and equipment of a factory or any other kind 
of business involves considerable initial outlay which is more or 
'less permanently fixed in it and cannot be got back at will. This 
must ultimately be secured from the investing public but the diffi¬ 
culties in raising the necessary capital have often killed many a 
venture. There are some who contend that a good proposition 
will always command enough capital; but this is true probably in 
no country, least of all in India where the public are ignorant 
and conservative. In the case of industries on the usual lines 
backed by well-known names or reputable managing agents, there 
is perhaps no great difficulty. But, for all new ventures and for 
small businesses the greatest possible difficulty is experienced in 
raising capital. But this handicap is not peculiar to India; on the 
other hand the overinvestment in some industries, e.g., oil indus¬ 
try, rice milling, etc., is evidence of the willingness of the public 
to invest in what they regard as successful industries. Owing to 
the doubt in the minds of the investor about the value and charac¬ 
ter of any new proposition placed before him, there exists “ a 
gap between the sources of demand for capital and the sources of 
supply which constitutes a sort of economic distance which can 
be bridged only by the organisation of an intermediary agency. 


9 Lavington, English Capital Market, p. 103. 
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It should be an expert investigating body with the necessary tech¬ 
nical and financial staff able to examine impartially the prospects 
of any new venture and if the enquiry proves the soundness of . 
the enterprise can present it to the public with the implicit guaran¬ 
tee that it has a claim to the capital which it seeks. There are 
other advantages of having such an agency, as for instance a 
great economy of social energy and a well-balanced distribution 
of capital among various industries. The absence of such machi* 
nery in India is a serious handicap to the raising of capital and 
has resulted in an enormous waste in its supply. The large num¬ 
ber of companies that annually go into liquidation owing to under¬ 
capitalisation, ill-conceived projecting and mismanagement is a 
measure of this waste. It is true that some of the managing agents 
have been functioning as an expert body of this character but they 
are not willing to pioneer and survey new fields. There have been 
individuals like the lale Jamsetji Tata who have spent enormous 
sums of money and energy in the investigation of propositions but 
there are no organised institutions like the great German Gross 
Banken or the issue houses of England that promote foreign 
companies. Tt is here that the supreme advantage of having 
specialised institutions to investigate and promote new companies 
is felt. The banks in India, not even the Imperial Bank, can be 
organised to undertake this function like the great banks of Ger¬ 
many. Some new agency should be set up whose main purpose 
would be to function as an expert promoter of companies. 

Theoretically this work can be performed by an agency which 
does not seek to undertake the further task of issuing and under¬ 
writing the shares of the new concerns that it promotes with its 
imprimatur. But there are great practical advantages in its com¬ 
bining the underwriting function too. Further in any case, as 
long as the ordinary banks in India are unable to underwrite in¬ 
dustrial securities, some new financial agency must be devised. The 
Tata Hydro-Electric Scheme despite the excellence and thorough¬ 
ness of its planning and promoting could not get command of the 
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required capital without great initial difficulty. 9 Hence the es¬ 
tablishment of an industrial bank which would serve both as an 
investigating body and as a financial institution is the only proper 
solution. 

Hut what is to be the size and scope of the proposed industrial 
bank? The answer would depend upon whether the bank is to be 
provincial or all-India. There are of course considerable ad¬ 
vantages in having an All-India Industrial Bank. It can be con¬ 
ceived on bold lines; its share capital and debenture capital may 
run to several crores; it can have command of the best brains both 
for its technical and financial work. If can take a broader view 
of industrial development and, inspired by a definite policy of 
industrialisation of India can utilise the resources in the best 
possible manner. All these are no mean considerations; but if des¬ 
pite such advantages provincial industrial banks are here preferred, 
it is because there are two weighty considerations on the other 
side. In the first place certain provinces less well-developed than 
others can have no assurance that an All-India bank with pro¬ 
vincial branches will serve their needs well. It is not that they 
charge a central body with any conscious bias; but. there is no 
doubt that owing partly to the distance between them and the 
centre and partly owing to inevitable influence of the bigger in¬ 
dustrialists, the interests of some of the less advanced provinces 
are not likely to receive the consideration that is their due. In 
the second place, the industrial banking organisation must have 
regard to the future Indian federation. Provincial industrial 
banks with a central co-ordinating and advisory board seem on 
the whole to be the wisest line of development. The size of 
each provincial bank must have regard to the work it will be 
called upon to perform; but it should have a fairly large capital 
of, say, one crore of rupees. A provincial industrial bank may 
not be able to keep on its staff men able to survey and scrutinise 


9 The Life and Life-Work of J. N. Tata by Wacha, p. 70. 
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all kinds of new and big enterprises; but it is here that the work 
of the central co-ordinating board will come in. The latter will 
be able to find either from other provinces or elsewhere the men 
capable of performing this task. 

If the organisation is to be provincial, it follows that owing 
to the absence of a wide range of industries in each province, the 
bank must be allowed in its initial stages at all events to under¬ 
take commercial banking too. In that case, the wise warning of 
the Industrial Commission about the need for making a clear dis¬ 
tinction between short-term and long-term deposits and using only 
the latter for the financing of the long-term needs of industry must 
be kept in view. 

It is not necessary to examine here the several functions 
that the industrial bank may be expected to do or the nature of 
the assistance that Government should render in the bringing 
into existence of the bank. The guaranteeing of a minimum di¬ 
vidend for a limited period and the subscribing for a certain 
portion of its share or debenture capital will be the most suitable 
form of assistance. The industrial bank will, by inspiring con¬ 
fidence in the investors, ultimately^ be able to bridge that 
gap that now exists in India between the investing public and 
industry. 

IV. Capital for Extension and Improvement. 

The capital required for extensions and improvements, is 
different both in the nature of its demand and the sources of its 
supply from initial capital and working capital. Ordinarily it 
may ho said that the capital required for extension is capable of 
lieing repaid after a period of time. Hence although it is o s pen 
to a business to raise this capital by issuing shares, the usual 
practice is to utilise the profits of the company held in reserve. 
In the building up of British companies and their expansion, 
the creation of reserves of profits had been a great factor. The 
automatic savings of the. public, accruing-to the companies every 
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year have enabled them to expand without resort to the public 
market for capital. In India too a similar policy should be adopt¬ 
ed and the wise plan of placing to reserves substantial sums is 
advantageous both to the shareholder and the company. At. pre¬ 
sent much of the extension is being carried on with the aid of 
private deposits placed in the hands of certain industries repay¬ 
able at short notice. But this habit of using short-term deposits 
for extension and improvement is injurious in several ways and 
must be given up. There is little doubt that the depression in 
the Bombay cotton industry was accentuated by the financial 
difficulties caused by the necessity to repay the deposits on the 
one hand and their failure of their renewal on the other. The 
only method other than that of using the reserve profits of the 
company is for the business to raise a debenture loan for a short 
period. The industrial bank can assist industry by advancing 
long-term loans on the mortgage of the company’s assets. Such 
advances may be financed by the bank by issuing bonds in the 
market supported by such mortgages and the bank's own general 
assets. In the financing of capital extension and expenditures 
of industry, the industrial bank has an important function to 
perform. 

V. The Financing of Smaller Industries. 

It is doubtful if the industrial bank even with its branches 
in the important industrial centres will be able to reach the 
smaller industrialist and in any case special provision must 
he made* for the financing of Cottage industries. A more direct 
form of financial assistance by the State seems desirable in such 
cases. The passing of the State Aid to Industries Act in Madras, 
and in Bihar and Orissa is a step in the right direction and simi¬ 
lar legislation must be adopted in other provinces. But the 
working of the Act in Madras, and in Bihar and Orissa has al¬ 
ready revealed the limitations and dangers of state-aided finance.. 
The Act has not been quite successful in its working and the 
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paucity of application* for assistance while revealing the need 
for liberalising the Art in some directions has also proved that 
financial handicaps are not the only serious difficulty in the way 
of industrial development. The governments have sustained a 
heavy loss and the results of their new venture have not been al¬ 
together satisfactory. Only nine applications received help in 
Madras up-to-date of which nearly five ultimately failed. 

The fact is that the attempts on the part of Government to 
grant loans and other forms of financial assistance directly through 
the Department of Industries were bound to fail as long as no 
suitable and efficient machinery was devised to disburse public 
funds after proper investigation. Government would always be 
inclined to give “ undue consideration to the general bearing 
of an industry on the future economic 1 development of the country 
and not sufficient- attention to the question whether the condi¬ 
tions of business success are present in the individual undertak¬ 
ings that apply for aid.” Further the Department of Industries 
even when assisted by a Board is not sufficiently competent to 
judge of the credit-worthiness of the applicants. Even in the 
judging of the technical conditions of success of a factory, serious 
mistakes have occurred. A match factory in Bihar which had 
been liberally financed by Government had soon to wind up 
because there was a failure in the supply of raw materials. 10 In 
certain other cases some of the machines recommended to be 
purchased by the department were found to be unsuitable and 
handed over to it with the result that the “ department became 
a museum of obsolete machines.” 11 

What is required then is the handing over of the adminis¬ 
tration of the State Aid to Industries Act to a statutory and 
authoritative body consisting of representatives of the banks and 
particularly of the industrial bank and technical men. A new 
machinery should be devised in each province with the assist- 

10 Banking Enquiry Report, Bihar and Orissa, VoJ. I, p, 101. 

41 /M. t p . 100 . 
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Mice and co-operation of the banks, whose task will be to ad¬ 
minister and account for the funds handed over to it by Govern¬ 
ment. The Department of Industries should also be reorganised 
with a view 7 to enabling it to supply efficient technical advice and 
assistance to the proposed statutory body and to the industrialists 
in general. 

With regard to cottage industries the same machinery might 
be availed of. But the recommendation of the Director of In¬ 
dustries should be an important governing factor. The formation 
of special co-operative associations should be eucouraged and 
financial assistance should, as far as possible, be rendered through 
the agency of such associations. 


F. 10 
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Supply of Labour. 

The presence in our cities of an army of landless labourers 
anxious to find some kind of employment for maintenance is no 
longer the characteristic feature of a year of famine or scarcity. 
With the growing pressure of population on land an increasing 
number of agriculturists find insufficient occupation in the vil¬ 
lages. The absence of institutions like employment bureaus or 
labour etrehavyes, which could direct such men to proper places, 
compels them to wander about, from place to place or to flood the 
nearest town for the sake of employment. The joint-family sys¬ 
tem makes such migration both easy and profitable. Thus a 
poor and ignorant mass of simple and untrained rural folk glut, 
the labour markets in important industrial towns like Cawnpore, 
Nagpur, Ahmedabad, Bombay or Madras. 

Industrial Life. 

The conditions of life and work to which they are called 
upon to adapt themselves in industrial areas are very different 
from those to which they are accustomed in the villages. The 
simple open air life of the country-side gives place to life in 
closely built chawls or barracks honey-combed w T ith one-room 
tenements which effectively screen the inmates from air and sun¬ 
shine during the major part of the day. The dust and dirt of 
streets, the filth and stink of the drains, the low and expensive 
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pleasure of the cinema, the gambling den, the liquor shop, and 
the brothel—these are the poor immigrants’ daily experiences in 
the city. To all these the unfortunate rustic submits with 
characteristic resignation. 

Methods of Recruitment. 

Having settled in the city our labourer sets out on his job- 
hunting* expedition. He soon finds out from placards prominent¬ 
ly placed on the gates of every factory that he has to proceed in 
a different way: with the help of some kind friend he is presented 
to a Sardor or jobber who promises him employment on a cash 
consideration (varying from Rs. ft to Rs. 10 or even more) which 
is not infrequently supplemented with a monthly commission or 
Dasiurt (amounting half-an-anna to an anna per rupee). So 
firmly is the labourer held in his grip by the Sardar that any 
delay or hesitation on the part of his victim in paying this com¬ 
mission may end in almost immediate dismissal to which there 
is hardly any appeal. Powers of dismissals, fines, leave-giving, 
etc., though technically in the hands of higher authorities, such 
as the manager or heads of departments, are in practice exercis¬ 
ed by the jobl*ers or head-jobbers and are frequently abused by 
them for personal gains. During the period 1927 to 1929 when 
I was a member of the Working Committee of the Cawirpore 
JVlazdoor Sabha, several representations were made to the local 
mill-owners to abandon the policy of recruiting labour through 
Sardars and to utilise the services of the Sabha for supplying all 
their demand of labour or at least to appoint some responsible 
officer of the mill to supervise recruitment on the mill gates, 
but in vain. In this connection the Bombay Millowners’ Asso¬ 
ciation deserves congratulations on the circular which it issued 
early this year to all mills affiliated to it instructing them to 
introduce the policy of direct recruitment of labour instead of the 
existing system of recruitment through jobbers. Only the 
managers and heads of departments are now authorised to re- 
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emit labour and any official accepting bribes is liable to instant 
dismissal. 

The want of a stable labour force at any particular centre, 
coupled with the appalling ignorance and home-loving nature of 
the average Indian worker, however, makes it sometimes neces¬ 
sary to send out contractors, Mu had a mx or A rath to overcome the 
peasant’s innate conservatism and to keep up the supply of labour 
to meet all the demands of urban industry. These contractors 
often indulge in fraud and misrepresentation by painting a rosy 
picture of the future that awaits the peasant in the town. The 
lure of high money wages and the various amusements of city 
life easily entrap the indigent farmer. Not infrequently advances 
oi monej are paid to the recruits to get. over their pecuniary diffi¬ 
culties and enable them to reach their prospective seat of em¬ 
ployment. These labourers generally work under the very con¬ 
tractor who recruits them and who takes good care to realise his 
advance money with exorbitant interest. In the manganese and 
limestone mines of Central Provinces, in the Tea Plantations of 
Assam and Northern India, in the coal fields and iron ore mines 
of Bihar and Bengal, and in Burma, most of the unskilled labour 
is recruited through such contractors or Aral in. In all these 
places labour is bought by the employers like a commodity from 
the contractors at a certain rate per head of labour supplied. 

The Badli System. 

The existence of the jobbers or contractors is also an impor¬ 
tant cause of the Badli system which is rampant in almost every 
factory and against which the millowners complain so bitterly. 
It works as follows. A labourer takes leave or is put off duty or 
is dismissed and somebody else is appointed in his place. This 
substitute is called the Badliwctla . The jobbers are interested in 
having as many such changes as possible because each change 
brings in a certain amount of commission to them. Thus the 
poor labourer loses the continuity of his service and the mills 
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the services of a trained employee merely on account of the exis¬ 
tence of a vicious system of recruitment. Frequent complaints 
of wrongful dismissals were brought to my notice by the labourers 
during my connection with the Mazdoor Sabha at Cawnpore. In 
some cases the labourers were reinstated by the authorities on 
proper representation by the Secretary of the Mazdoor Sabha, 
but the mill managers generally show great reluctance in inter¬ 
fering with the discretion of their subordinates. Such frequent 
dismissals also account to some extent for the high turnover of 
labour in Indian factories. It has been estimated that the turn¬ 
over of lalnnir in the best of mills in India is as high as W to 40 
per cent per annum. 

Dismissals. 

Ordinarily the labourer does not know the cause of his dis¬ 
missal. In rare cases when he makes a representation to the 
mill authorities directly or through the Union, and the manager 
takes notice of the same, the causes are disclosed in correspondence. 
Absence without leave, inefficiency, misbehaviour, and irregu¬ 
larity are the chief pretexts which the jobbers employ whenever 
they want to dismiss a person. Reduction in stall, damage to 
machinery or articles, and quarrels are the other circumstances 
in which a man may lose his job. Frequently a labourer tails 
ill and is unable to secure leave in time, which may not be grant¬ 
ed until he produces a regular medical certificate from the mill 
doctor or some other qualified person, neither of whom are acces¬ 
sible to. the poor labourer at bis house. Absence from work under 
such circumstances may involve dismissal. Not infrequently a 
dismissal implies also forfeiture of wages due. 

Closely connected with the question of dismissals is the ques¬ 
tion of fines. A labourer may be fined for any fault for which 
he is liable to dismissal if a lenient view is taken of his action. 
There are generally no limits in the extent or amount of fines 
which may be levied upon a person at a time. Frequently such fines 
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eat up about fifty per cent of a man’s income. Rarely does a 
labourer receive bis wages without any such deductions. In the 
case of workers in the cotton and the other textile factories this 
evil is most pronounced. Weavers are charged full market prices 
of whole pieces of cloth if they are even slightly spoiled. No 
allowance is generally made for defective machinery or bad raw 
material in such cases. Absence without leave may entail upon 
the labourer loss of wages for the day, plus a fine, and in some 
cases he may also be put off from duty for a few days as an addi¬ 
tional punishment. Late arrival, in the morning when the work 
is being started or in the noon after recess, counts as total ab¬ 
sence for the day and may involve a fine in addition. Besides, 
ingenious devices are often employed by the management in 
assessing the fines. It is needless to say that such an elaborate 4 
system of fines inflicts a very heavy burden on the poor resources 
of the operatives. Nor is the amount so realised always spent on 
the welfare of the workers. Many mills treat the amount mere¬ 
ly as a kind of reduction in the wages bill. 

Enforced Idleness. 

Still another issue which visibly affects the labourers’ income 
is enforced idleness. In the Jute industry in Bengal as a rule, 
in the cotton and woollen industries in Cawnpore, and to a smaller 
extent in Nagpur, Ahmedabad and Bombay also, the mill mana¬ 
gers employ a much larger number of operatives than they can 
provide work tor. The managers, however, keep the labourers on 
promises and distribute the work among workmen by turns or 
keep the mills closed on certain days. In the Jute industry the 
practice is to keep the mills closed ou Fridays and Saturdays, 
when no wages are paid. In Cawnpore, as in Ahmedabad and 
Bombay, the custom is to enforce leave without pay. The weavers, 
for example, when they complete a piece, are sent home with 
instructions to call the next day and every day after that until 
looms and materials are assigned to them, Absence on any day 
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when looms may be available for them may involve dismissal or 
further unemployment for a week or a fortnight. In slack sea¬ 
sons a weaver hardly gets work for ten or twelve days during Ihe 
month and rarely for more than twenty days in ihe busies! times 
The poor man can neither engage himself in any other work 
during this period nor remain at home for fear of dismissal in 
case he is called and is found absent. At a time of acuic trade 
depression an arrangement by which every worker gets some work 
may l>e preferred to ihe one involving absolute unemployment to 
some and full employment to others. But such arrangements 
must be unreservedly condemned under normal conditions. 

Payment of Wages. 

The above, however, do not complete the debit side of a 
labourer’s balance sheet. As a rule the workmen are paid every 
fortnight but the first month’s wages are generally kept in ar¬ 
rears. In some factories, however, only one fortnight’s wages 
are treated as arrears. Under no circumstances does the labourer 
receive anything before the close of the first month’s service. 
Thereafter delays of two, three or more days in the disbursement 
of wages are not unusual. When wages are paid according to 
the piece wage system such delays are even longer and sometimes 
extend to a week or even more. In Bombay wages are paid 
monthly and the payment is sometimes delayed by ten to fifteen 
days after they are due. All wages are generally paid through 
the jobbers who make the customary deductions for Dasfuri, etc., 
before each payment. 

Indebtedness. 

The labourer accordingly begins his life in the city with a 
heavy debt. In the first instance he borrows money to pay the 
jobber’s commission. Then be borrows for his maintenance dur¬ 
ing the first month or until he gets his wages. Every suspension 
or leave adds to his debt. Fines and enforced idleness also mul- 
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tiply his liabilities. His necessaries of life he generally buys on 
credit from the local lx*ilia who charges one anna to two annas 
per rupee per month (75 to 150 per cent) as interest. The rest 
he borrows from the Panjabi or the Marwari moneylender who 
carries on his vicious trade amongst them. On this the labourer 
has to pay equally high and sometimes even higher interest. 
Thus it is not unusual for ordinary workmen to pay 10 to 15 per 
cent or even more of their income to the moneylender for pay¬ 
ment of interest. Such indebtedness is normal and hardly any 
labourer is free from it. His wages are barely enough for his 
expenses so that the debt continues without any abatement. 

Wages. 

Coming to the wages earned by labour, wide differences are 
noticeable from industry to industry and from locality to locality. 
The diversity in the supply of labour, cost of living, and social 
stratification also tend to perpetuate these differences. Ignorance 
and want of sufficient mobility further accentuate them. The 
unskilled labourers or coolies who form the great, majority of 
workmen in most industries, mhy be treated as a class by them¬ 
selves. They are the most hard-worked lot and get barely 
enough for a miserable existence. During the period of industrial 
boom following the Great European War a number of increments 
were granted to labour of all grades by employers in order to 
meet the increased cost of living as also to keep the labour force 
contented at a time of intense industrial activity. These incre¬ 
ments the labourers have fought bitterly to retain during the 
last few years when prices have shown a marked downward 
tendency. , 

The Cotton Industry. 

In the Cotton industry, which is by far the most important 
industry of India, wages are as divergent as are the centres of 
the industry. In Bombay City wages are highest but these are 
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cctunter-balanced by an extremely high cost of living. Ahme- 
dabad closely follows suit both in point of the rates of wages and 
the cost of living. In Sholapur, Nagpur, Cawnpore, Madras, and 
other centres of the ^industry, wages are comparatively low. In 
Bombay the unskilled male labourers earn between B&. 20 to 
Rs. 30 per month—Rs. 22 and Rs. 24 being the most popular rates, 
while the skilled labourers earn from Rs. 30 to Rs, 80. In 
Ahmedabad wages are paid fortnightly. The unskilled workers get 
Rs. 9 to Rs. 11 and the superior classes up to Rs. 30 per fort¬ 
night. In Sholapur, Cawnpore and Nagpur the ordinary coolie 
or doffer does not earn more than Rs. 14 or Rs. 16 per month 
while in Madras he earns still less. 

Women are generally engaged in the reeling department or 
as sweepers, pickers of waste, etc. In Bombay and Ahmedabad 
they earn Rs. 14 to Rs. 25 per month but in other centres they 
hardly gel Rs. 8 to 12 and in Madras Rs. 0 to 8 only. 

the Jute Industry. 

Wages are very low in the Bengal Tule industry. The ordi¬ 
nary cleaner or rover does not get more than Rs. 10 to Rs. 12 
while skilled labourers like weavers, masons and smiths receive 
Rs. 25 to Rs. 30 only per month. Coupled with these low wages 
the workers in this industry generally suffer from an acute form 
of unemployment and under-employment, which has already been 
referred. 

Coalfields. 

Most of the labour employed in the coal-fields and iron mines 
belongs to the aboriginal tribes and works by families. A few 
foremen, mates, or other skilled workmen belonging to up-country 
are, however, employed for supervision of—for discharging some 
technical duties. The wages of the unskilled aboriginal labour m 
the Bengal and Bihar coal-fields vary from annas 7 to 9 per day 
for a month of about twenty days or from Rs. 9 to Rs, 12 per 
F. 11 
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mensem. The women earn from annas 6 to 8 per day or Its. 7/8 
to Rs. 10 per month. The other labourers get.-/12/- to -/14/- per 
clay or Rs. 15 to Rs. 20 per month. More often than not these 
wages are calculated by the piece-wage system and are fixed per 
hundredweight of coal cut or carried. 

The Plantations. 

Wages in the tea gardens of Assam are also very low. Here 
also labour is generally performed by families and is paid by 
piece. An average family consisting of an adult male worker, 
bis wife, three children and a dependent earn Rs. 20 to Rs. 30 
per month. Open air life and a homely environment coupled 
with a low cost of living are, however, the relieving features of 
the otherwise sweated labour of the plantations. 

The Casual Labourer, 

Conditions in other industries are not materially different, 
while the large class of casual or floating labour in the bigger cities 
as well as in the country towns is paid even lower rales. Hosts of 
such labourers wander about without any kind of employment both 
in times of industrial depression as well ns during periods of 
famine and scarcity. Even in normal times they suffer from acute 
under-employment. 

The Agricultural Labourer. 

The agricultural labourer is no better off. There is hardly 
any scope for his services on the land because the agricultural 
holdings are so small that even the farmers find insufficient occupa¬ 
tion for themselves and the other members of their family. Nor 
are there any rural industries now left in the villages which could 
provide some engagement to our landless labourers. Thus whether 
we go to the villages or to our industrial centres we find nothing 
cheaper than human life, nothing dearer than good living and 
sanitary conditions. 
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Minimum Wages Machinery. 

At the Eleventh Session of the International Labour Conference 
held at Geneva in 1928 a draft convention and recommendation 
were adopted for the creation of a minimum wage-fixing machinery 
in trades in which the labourers are not sufficiently organised 
effectively to regulate their wages, or trades in which the wages 
are particularly low. The Government of India instituted 
inquiries through the Provincial Governments in this behalf in 
1928, but no action has yet t>een taken pending the report of the 
ltoyal Commission on Labour. The problem is, however, beset 
with almost insurmountable difficulties. The diversity in the cost 
of living from province to province, the appalling illiteracy, and 
the want of any organisation worth the name amongst the lower 
grades of labour are some of the chief obstacles. The difficulty 
of successfully operating any such laws in the country is another 
impediment which cannot be easily dismissed. 

Conclusion. 

The task of labour welfare is fraught with grave dangers and 
difficulties. The introduction of methods and practices applicable 
to countries of an advanced civilization and industrial growth 
may lead to more harm than good. Labour improvement is 
necessarily a slow process. Education and organisation must be 
assiduously pushed forward along with social readjustments to 
effect any lasting benefits. Legislation, though very helpful and 
desirable in alleviating obvious hardships is necessarily a palliative 
and cannot be relied upon for all times. The future lies in the 
rise and development of a sound and living trade unionism, 
embracing various grades of labour, combining within it both 
vigour and statesmanship, and free alike from personal aggrandise¬ 
ment and political influences. 
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The Industrial Revolution which is now in progress in India 
has brought along with it many vital social and economic changes 
and difficulties. The Growth of Organized Industries has in its 
train brought to the forefront the labour question, which until 
recently received little attention. During the process of industri¬ 
alization of a country, it is essential that proper steps should be 
taken to see that every one connected with the industry receives 
proper consideration or else irreparable harm would be done. It 
is useless for the employers to say that Industries should be left 
alone and Government should not interfere and burden the 
industries, or argue that industries are being just started in India 
and so no restriction should be laid for the present. History 
points clearly to the dangerous consequences of such a policy. We 
know, even in England, after the Industrial Revolution, children 
were employed to do dangerous work, women were asked to work 
underground, and the hardships and sufferings of the working 
classes were, in consequence, most appalling. All this was done 
at a period when the State did not interfere. Dr. Marshall said 
that “ the British Factory Acts are a standing disgrace to the 
country.” By this remark Dr. Marshall did not mean that those 
acts are not justifiable. “ The disgrace in Dr. Marshall’s view, 
lay not in the character of the Factory Acts, but in the necessity 
for their existence. The source of them was the fact that some 
employers in England neglected their clear duty towards their 
work-people to such a degree *as to reader such acts necessary. 
The object of Dr. Marshall’s phrase was not to condemn any 
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existing law, but to hold up and emphasize a binding obligation 
of personal honour, which some businessmen have so far failed 
to recognize / 9 

Therefore, if industrial evil is noi checked at the very begin¬ 
ning, it may develop in such a way, that there will be constant 
trouble not only in industry, but in the nation as a whole. 

Recent events in India are very discouraging indeed for there 
have been numerous industrial disputes accompanied by rioting, 
bloodshed and loss of life. Disputes are sometimes prolonged and 
last many months, especially in the textile industries, bringing 
much misery to the workers themselves and also retarding the 
progress especially of the cotton industry, which is one of the 
important industries of India. It should be noted that strikes and 
lock-outs are only symptoms of trouble, and that there is a danger 
of attaching too much importance to the symptoms and too little 
to what lies below. 

It can be safely said that up till very recently, in India, 
labour problems were not seriously considered at all and that 
employers and employees were left alone to run the industries. 
The Government of India as far as possible followed the policy 
of non-intervention and practically very little attention was paid 
to collection of statistics in relation to industries and 'labour. 

The same thing can be said about statistics in connection with 
industrial disputes in India. 

Strikes and lock-outs have often been described as industrial 
warfare and like war it affects not only the parties concerned but 
also the whole community and the whole organization of trade. 

Strikes and lock-outs are not new fixings, for, in all industrial 
communities they are frequent and common occurrences. Class 
hatred has been helped, sometimes by the careless action of 
employers who could avoid troubles by looking at industrial 
problems broadly and by attempting to understand them better, 
and sometimes by the action of labour leaders who unnecessarily 
preach war and discontent. 
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Industrial discontent among; the workers and the constant 
friction which results from it, thwarts the progress of the country 
and brings calamity not only to workers and employers but to the 
whole community. Therefore it is essential that definite steps 
should be taken to create harmonious relationship. The Public 
should interest themselves and see whether justice is meted out. 
Only when a great strike or lock-out occurs, is public attention 
aroused and this lasts while the strike is in progress but when it 
is over ceases completely. This is a wrong attitude. The Public 
should be the chief judge and act as the final arbitrator. 

“ A strike is a suspension of work by the employed, having 
for its object the enforcement of better terms of labour or 
resistance of some defined change in the existing conditions of 
labour.” “ Lockout is the action of an employer who notifies to 
his work-people that on a certain date all existing contracts of 
service will terminate,” Thus it is essential that, when legislation 
to avert industrial warfare is proposed, both sides of the question 
should be taken into consideration. Lock-outs as well as strikes 
lead to disaster, and involve the whole community indirectly. It 
matters little for the community, whether it is a lock-out or a 
strike, for the consequences are the same. Therefore it is essential 
to bear in mind that the same kind of restrictions or remedies 
should apply to lock-outs as to strikes. 

Most industrial problems have too often been approached 
with varied feelings and a rational analysis of them has been 
avoided. Extreme partisans never care to analyse the realities of 
the situation; but in order to bring harmony into industry, it is 
essential to replace passion by reason and commonsense. If this is 
done and things are moulded to secure the welfare of the majority of 
individuals, there would he mutual confidence and good will. 

Some people regard the important causes of industrial conflict 
as the natural and inevitable outcome of an unjust individualist 
industrial system and believe that the only way to put an end to 
the trouble is to change the system completely, 
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Froin the figures that I have been able to collect and after a 
close analysis of them, one has to come to the conclusion that the 
average worker neither thinks nor cares about system. The 
ordinary workman does not want a strike for a theory or a law, 
but he will strike for economic reasons. When he is hard pressed 
and his wages are low and he is starving and suffering and when 
he realises that he has no opportunity for improvement, then he 
is easily led by what others say. 

Justice and fair-play is all that the majority of workmen 
would wish to achieve, and if they obtain these there would 
be very little trouble in the labour world. 

If we study figures and facts we can see that the main causes of 
industrial conflict are stereotyped. The chief among them are 
wages and their adjustment—and thus the question of remunera¬ 
tion and its adequate adjustment is the vital thing in almost all 
disputes and no amount of talk on industrial peace will solve the 
problem of industrial conflict unless and until a proper solution 
of this problem is frankly and sympathetically dealt with. The 
workmen when they see signs of prosperity in others and no cor¬ 
responding improvement in their own, feel that others are 
experiencing enjoyment at his expense and hard labour and feel 
that he is unjustly treated. 

The wage problem has become more acute since 1918. lief ore 
the war rates of wages were relatively stable and if there was any 
change it was only gradual. But since 1918, the problem has 
become a difficult one owing to extensive economic changes. Thus 
since the w r ar, this question has led to troubles and, owing to the 
w T ant. of a basis on which wages could he settled, to endless disagree¬ 
ments. If there is no agreed principle of w r age determination, 
there is certain to be trouble and “ in the end wages are determin¬ 
ed not by reference to equity or common good but by the strong 
hand.” 

Experience in various industries and in various countries would 
seem to indicate that the determination of wages by reference to 
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principles previously agreed to by both workers and employers is 
a method of promoting industrial peace ami has achieved some 
success. The only point is that the actual framing of practical and 
scientific principles for the determination of wages is a difficult 
technical problem. The principle even if scientific may not be 
accepted and therefore the great problem is to induce both sides 
to accept such principles. 

*For example, in Australia, employers arid workers accept the 
principles of the “ living wage.” This wage in terms of actual 
money is declared from time to time by some official Commission. 
Though their method of arriving at the amount estimated as 
necessary to meet the needs of the “ average ” family is by a 
very rough and ready calculation, yet both sides accept it which 
is the all-important point. 

It seems to a certain extent to be successful; for stoppages of 
work on account of wage questions were not so many as in other 
countries. 1 

But unfortunately no such “ living wage ” exists in India 
and thus “ the machinery for considering wage changes is 
imperfect.” 

So the problem of the adjustment of wages is extraordinarily 
difficult and as Professor Henry Clay says, “ the worst disservice 
that anyone can perform to industry to-day is to suggest that 
wage problems are simple or susceptible to any single or simple 
solution.” 

This we can see from the fact, that since 1918, there have 
been frequent industrial disputes in India on this question. 

As in this country and throughout the industrial world, the 
thief causes of industrial disputes in India are wage questions 
and their adjustment. This has been the most important cause 
of all industrial disputes, especially since the war. The wages of 


1 Australia 1913—1923, 35 per cent.. New Zealand 1906—1923, 37 per cent. 
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all classes of labotirers in India are low and especially after the 
war owing to the rise in the cost of living, the condition of the 
workers has become worse and their sufferings have increased. 
Thus the workers found it impossible for them to obtain the bare 
necessities of life. This led them to go continually on strike, as 
they thought that they would better their position by such 
methods. 

Thus, according to the statistics available, the majority of the 
disputes in India have arisen from the demand for higher wages. 
In Bengal, all the 48 strikes that occurred in Octol>er and 
November 1920, arose out of a demand for higher wages; of the 
559 strikes and lock-outs in 1921 and the first half of 1922 all 
over the country, 245 were due to the question of wages and 88 
to a question of bonus, and out of 184 disputes in 1925, 71 arose 
on account of wage questions. The same facts can be stated of 
the year 1920, when out of a total of 128 disputes 60 arose from 
a demand of higher wages. In 1927, 01 disputes out of 129 were 
due to questions of wages. So the wage question is one of the 
important causes of industrial disputes in India and there are 
tendencies which show that many disputes will occur in the future 
if something is not done to regulate wages in the factories in India. 
There are as yet no such things as Trade Boards, or the minimum 
wage in India and since all w T ages are low, there is a definite 
tendency to strike often in order to get better wages. The same 
tendencies, as has been seen, have occurred in almost all industrial 
countries and there is no doubt that they will repeat themselves 
in India if an adequate increase of wages is not given. The 
employers in India should no longer ignore this fact and hence 
should change their methods and face the aspirations of labour. 
The employers in India besides have yet to learn the disastrous 
consequence of employing half-starved and weak workers who will 
be unable to do their work efficiently. 

As the Trade Unions are slowly being organized, the employees 
will naturally with their help demand better standards of living, 
F, 12 
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aiid hence an increase in wages. Moreover, when the worker# 
obtain better education and the present illiterate worker is replaced 
by oiie more fully equipped mentally, this question will form the 
inost important cause of industrial disputes in India and hence 
the employers should face this problem immediately. Almost all 
fecent strikes in Iridia have been due to wage questions, and labour 
in all countries is vitally interested in nothing so much as in get¬ 
ting a living wage and the Indian labourers too are crying out for 
the same. So in India also the fixing of a minimum wage and 
the adjustment of wages in all industries should be immediately 
faced. Otherwise the present tendency clearly shows that there 
will be tremendous and disastrous industrial disputes. All interest¬ 
ed in the industrial development of India should realize that 
constant stoppages of work on account of strikes and lock-outs 
will thwart progress and bring ruin to industry and hence some 
immediate solution should be found. 

Besides this important cause there are other causes on account 
of which stoppages of work have taken place. The most important 
of these were better housing and the demand for shorter hours. 
But it should be again noted that the workers have no proper 
organization and so there is no body or authority who could 
formulate the grievances and thus there were a number of strikes 
without any proper demand. It is indeed very difficult to negotiate 
with the Indian workers without “ effective organization to 
formulate the claims of the operatives and to secure respect for 
any settlement which may be made.” On account of this, many 
sporadic and short strikes occur on trivial grounds and sometimes 
extravagant claims are put forth. The workers and sometimes the 
leaders themselves do not know where they stand, and thus in a 
majority of cases the workers are unsuccessful in getting their 
demands. Sometimes it happens, that after the strike grievances 
are formulated other “ claims are put forward after the strike 
has begun.” According to the statistics available, under the 
heading personal and others, more than 30 per cent of strikes have 
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been recorded. The only remedy to avert sporadic strikes and 
strikes due to trivial causes, is to encourage labour to organise. 
Without such organization it has been found impossible elsewhere 
to stop such strikes. But strikes occurred when the Trade Unions 
movement was started in India and will occur in the future, if 
employers ignore the valuable lessons learnt from the other 
countries. As has been said the employers should straightway 
recognise Trade Unions whenever and wherever they are formed. 
A number of strikes in recent years have occurred in India on 
account of employers stubbornly refusing to recognise Trade 
Unions and to negotiate with their leaders. In several cases, 
strikes have also occurred on account of employers refusing to 
take back the prominent workers who organised them or addressed 
meetings. 

It should be admitted that there is some difficulty in employers 
recognising the Trade Unions, as the majority of the leaders of the 
labour movement in India are politicians. There has been a fear 
in India that political leaders utilize labour disputes for their own 
purposes. It should be realized in Great Britain at the correspond¬ 
ing stage same thing occurred when outsiders like Robert Owen, 
Francis Peace, and later Kingsley, Ludlow and Frederic Harrison 
played their parts. So employers in India should also realize that 
the workers are so ignorant that it would be impossible for them 
to organise themselves without outside help, and so they also 
should adjust themselves and as far as possible recognise the 
Unions. By doing so, they will give an opportunity for workers 
to train themselves and thus in the course of a few years to become 
leaders of their Union. 

Every attempt should be made to organise the workers and 
unless and until this is done it will be impossible for the workers 
to improve their condition or to bring to an end the great number 
of unnecessary and sporadic strikes; for the worker at present 
is unable to better his position and as the Collector of Bombay 
remarks, “ if the mill-owners desire to increase the hours, the 
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operatives have no real power to prevent them. Their power oi 
combination is as yet exceedingly limited; a large proportion will 
always continue to prefer to get as high wages as they can, regard¬ 
less of their own welfare in the long run.” 

Thus the “ history of organized labour in India is full of 
instances to show that, while the operatives fully understand the 
machinery of local strikes and have repeatedly forced employers 
to comply with their demands in isolated oases, they have been 
unable to combine over any large area with the object of securing 
a common end by concerted action.” 

Thus the labour organizations in India have not yet come to 
business methods, and the few Trade Unions that are existing to¬ 
day “ possess no clear-cut features or well-defined duties; most of 
them have no permanent offices or staffs; and the men themselves 
are lukewarm in their loyalty to their Union, demurring to Union 
discipline and to Union contributions.” 

Industrial disputes occur in India for various other causes, 
such as the arbitrary dismissal of employees, and the ill-treatment 
of workers by foremen and managers. Sometimes industrial 
workers in India are at the mercy of foremen. The foreman, 
generally an Indian or Anglo-Indian, takes advantage of the 
illiterate worker and, if he displeases him in the slightest degree, 
dismisses him. The worker not being conversant with rules and 
regulations, and being illiterate very rarely appeals, but thinking 
that the foreman is all-powerful and fearing dismissal, too often 
goes out of his way to please him. 

Such a system is undoubtedly open to grave abuse, and the 
employers should endeavour to establish workshop committees to 
eradicate this evil. Therefore strikes in India have peculiar 
characteristics and since there are no proper organizations of 
labour and since workers are illiterate, the problem of industrial 
disputes has peculiar difficulties and as the report (The Industrial 
Dispute Committee, appointed by the Government of Bombay on, 
30th July, 1021) rightly sayS, “ the evolution of any means of 
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preventing or adjusting strikes and trade disputes in such a float¬ 
ing and illiterate body, lacking any homogeneity, is exceedingly 
difficult/* 

Space does not permit me here to suggest and discuss various 
methods to avert trade disputes but it suffices to say here that 
every effort should be made to encourage voluntary conciliation 
machinery in each industry for the settlement of disputes and also 
attempts should be made to use the Court of Inquiry (Trade 
Disputes Act, 1929) before a strike or lock-out occurs. The best 
way to settle industrial disputes is for employers and employees 
to establish machinery for voluntary agreement and this would 
work far more smoothly than elsewhere, for there is, I am sure, 
a desire among the majority of labour leaders that Indian industries 
should develop and prosper. 

The employers should remember the wise words uttered by 
Lord Chelmsford in 1920 when he pleaded the “ necessity for the 
sympathetic consideration of Labour ” in India. “ It will be a 
tragic and irreparable disaster if India is forced to repeat the long 
history of Industrial strife in England.” 

It is generally now recognised that there can be no permanent 
cure for industrial troubles, until factory conditions are “ brought 
into line with the wishes and aspirations of the workers.” 

Mr. Seabohm Rowntree, in his article on “ Labour and 
Capital after the War ” says that labour must be regarded “ rather 
a v s a partner than as servant,” that they should co-operate with the 
management “ practically on equal terms ” and that their advice 
should be sought “ in determining the conditions of work in any 
industry.” 

In Great Britain, employers have changed a great deal* 
especially after the War in their attitude towards the workers. 
The establishment of elaborate machinery such as National Councils, 
District Councils, Workshop Committees, Profit-Sharing schemes 
and various other schemes all dearly show the changed attitude 
and the recognition of labour as partner and not as servant. 
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Indian employers have not benefited from the lessons which 
foreign countries offer, for as Prof. Wadia says, “ whilst employers 
in the West are awakening to a sense of their social responsibilities 
and are being forced to recognise that the labour employed under 
their charge has a first claim on the product, the Indian Capitalists 
and employers, whether foreigners or belonging to the land, have 
yet to learn the value of a more humane treatment of workers.” 

, In short, what India needs is a radical change in her economic 
ideals and a reorganization of the present system under which 
industrial work is carried on. The present status of Indian work¬ 
men should be changed gradually or else there is bound to be 
discontent and thus industrial disputes in the future will increase. 

It is only by adopting methods to ameliorate labour condi¬ 
tions, and by a sympathetic policy, and by accepting labour as 
partner, that Indian industries will work smoothly and go 
“ abreast of the most advanced countries.” 

This infusion of a new spirit in industry is essential for order¬ 
ly progress and the solution rests jointly with Labour, Employers 
and the State. 
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The time has come when even in India the custodians of the 
science of Economics should attempt not merely at teaching the 
subject in the Colleges and Universities but at developing the 
analytical outlook in themselves and among their pupils. It is 
a matter of great regret that despite great popularity of Eco¬ 
nomics, very few of us can systematically think on the economic 
problems of the day. Although every layman has some opinion 
of his ow T n on all economic matters, yet very often even those who 
betray a deplorable lack of systematic thinking are supposed to 
have received a good grounding in Economics. This is mainly 
due to the fact that the teaching of theory and principles of the 
Science is very shabbily done. Except in very rare cases our 
colleges seem to produce, not thinking men, but cramming parrots 
or calculating machines in human disguise. The whole object of 
our college education is destroyed. 

The result of the present method of teaching Economics is to 
make the student able to repeat certain economic expressions and by 
this means to ensure his success in the examination. Some of 
my own pupils who have passed their M.A. Examination in Eco¬ 
nomics with the help of books alone and without paying any 
attention to my lectures have afterwards confessed to me that their 
ideas about the most elementary economic problems are very vague. 
And this is quite natural too. In the beginning these people have 
been taught some simple things about Economics in a simple way 
and their minds were not given enough exercises in the matter 
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in hand. Take lor instance the theory of Distribution as it is 
generally taught in ordinary easy text-books which our teachers 
are so afraid to criticise. The tendency of regarding the print¬ 
ed word as the gospel truth even in scientific matters has done 
an incalculable harm to the teachers and the taught alike. 

The text-book writers 1 give great prominence and space to 
the fourfold division of the subject corresponding to the four¬ 
fold division of the department of Production. It is said that 
there are four factors of Production, viz., Land, Labour, Capital 
and Organisation. And the national income is also therefore 
divided into four similar and corresponding parts. 

Thus the income of Land is called Rent. 

,, ,, Labour ,, Wages. 

,, ,, Capital ,, Interest. 

,, ,, Organisation ,, Profits. 

Some of these popular and easy text-book writer® 2 feel some 
misgivings about the fourth factor of production, viz., Organisa¬ 
tion and therefore hesitate to call Profits as the income of that 
factor. Under modern corporate production on a large scale, 
organisers have emerged as a separate class of specialists and they 
get the reward for their work in much the same way as the other 
employees do in a big concern. And unless a new division between 
manual and other workers is to be made, there is no line of' 
distinction between the kind of income that organisers receive 
on the one hand and the income that other labourers get on the 
other. This distinction between manual labourers and others, 
however, will be altogether unwarranted. Economics already 
suffers from a cropful plethora of hairsplitting distinction's of 
terms which serve no useful purpose for the building up of the 

X See text-books written by Pen son, Moreland, Clay and others. This is the 
arrangement almost in every text-book on Economics written on the lines laid 
down by eminent writers like Marshall. 

2 See Penson’s hook above referred to. 
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theory of the science as a whole except that it provides a pastime 
for the carefree economists to revel in. Of this class are the 
absurd distinctions like circulating capital, fixed capital and pro¬ 
ductive capital (and why not, also consumptive capital ). 

For the purpose of laying down broad general principles of 
the science, therefore, we must put all kinds of work manual or 
mental in one single class. We may go further and say that 
even the preacher of religious sermons is to be classed along with 
every other kind of workers. Similarly the income that even 
the most exalted person gets from his office, e.g., the Viceroy or 
the Chief Justice of a High Court is as much an income from 
work as the income that the lowliest of labourers say a scaven¬ 
ger gets from his occupation. Even the science of wealth must 
not distinguish and classify men according to their wealth; at 
least for the purpose of building up the pure and abstract theory. 
Of course for solving practical problems such as that of income- 
tax, we have to adopt a different classification based on the size 
of possessions which is in fact not a matter of principle but one 
of accident. 

Profits, therefore, so far as they are a reward for Organising 
work do not differ from wages and shotild be so classified* Some 
writers likely Penson 3 declare that factors of Production are not 
four but five. The fifth is said to he Enterprise. Profits are then said 
to be the reward for Enterprise. Others 4 prefer to call it Ihe 
reward for risk-bearing. Now it may be asked what kind of risk 
is borne by those who appropriate profits to themselves? Their 
answer is that they risk their capital in the enterprise. It is 
said that labourers get their wages and therefore hear no risk. 
Similarly the landlords and capitalists get rent and interest 
respectively and bear no risk. It is only the entrepreneur who 
bears risk and he therefore gets profits. But the actual facts of 
life we live tell a different tale. 

3 In the same text»book as referred heretofore, 

4 Taussig, Vol. II, pp, 164—6(5. 

F. 13 
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Risk-bearing in fact is too wide a basis to be adopted for mak¬ 
ing Profits as a distinct class of income. As Fisher points out in 
his “ Nature of Capital and Income,” 5 risk is due to uncertainty, 
And uncertainty pervades in all human doings. There is no kind 
of income which is entirely free from the risk of uncertainty. Is 
it really maintained by anybody that labourers do not incur any 
risk? The possibility of being sacked and then having to face 
starvation is certainly a much greater risk than the risk that the 
owners of capital really bear. The existence of institutions like 
the Labour Exchanges, Insurance against Unemployment and 
other kinds of labourers’ insurance under the patronage of Govern¬ 
ments is a clear proof of the recognition of risks borne by labourers. 

Moreover can anybody deny that risk-bearing is just another 
kind of mental work only and here again its reward is in no sense 
different from wages? It has already been said that all income 
from work whether mental or manual, must be treated alike in 
a science. But even if we have to distinguish manual work from 
mental, we have no justification whatsoever for singling out one 
kind of mental work, viz., risk-bearing from others of the same 
kind, e.g,, that of a judge, for making a new class of it by itself. 
As regards profits, we come, therefore, to the conclusion that in 
so far as they are the income of risk-bearing they are not different 
from any other kind of income because every kind of income 
involves an element of risk. In some incomes this element is 
greater and in some others smaller, but it is present everywhere 
all the same. 

But the advocates 6 of treating Profits as a separate class by 
themselves say that entrepreneurs get Profits not only for risk¬ 
bearing but also for waiting for the fructification of the invest¬ 
ment of their capital. And in the third place they get Profits for 
putting in their own personal labour in the venture. The above 

5Pp. 266—69. 

6 Clay, pp. 395—38; and Henderson, “ Supply and Demand,” pp. 117-18. 
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analysis of Profits into its so-called three constituent elements is 
really very shallow. On the basis of this analysis it will be 
apparent that there is no fundamental difference between Profits 
and Interest, for Interest is also analysed inlo exactly correspond¬ 
ing three elements, viz., risk, waiting and management (of loans, 
etc.). Generally profits are calculated on the basis of capital in 
the form of percentage. So is Interest. Then, pray, tell me what 
is the difference between the two. Profits are generally supposed 
to represent a higher percentage than Interest. In fact it is not 
always necessarily so. And the rate of Interest also is higher in 
risky investments than in those where there is less risk. There 
is therefore a difference between Interest and Profits neither in 
respect of their constituent factors nor in the method of their 
calculation, etc. And hence in so far as Profits are an income for 
waiting they are not different from Interest. And in so far as 
they are the reward for management or risk-bearing they are not 
different from wages. 

Some people take shelter under the fact of proprietorship. 
They say that Profits represent the surplus of income over and 
above what the proprietors of a concern would have obtained as 
interest if they had lent their capital to somebody else instead of 
employing it in their own business. But on analysis it can be 
shown that even this also is a distinction without a difference. 
The development of the Joint Stock form of business and the 
diversification of shares into ordinary, preference, etc., has wiped 
out all such ground for separating profits from interest. In what 
way does this income of proprietorship of a concern differ from 
the income of proprietorship of other kinds of property? Does 
not a moneylender who gets his income which is called Interest 
own his business? There is in fact no line of demarcation point¬ 
ing out where Interest ends and Profit begins. 

Let us now see whether there is any real difference between 
Rent and Interest. Rent is said to be the reward for letting out 
land for use to others whereas Interest is similarly the reward 
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for letting* out capital. We have seen that gross Interest involves 
a reward for waiting, reward for risk-bearing and reward for 
management of loans. Similarly Rent may be shown to be the 
reward for these very three elements. Un this basis therefore 
there is no justification for distinguishing between Rent and 
Interest. 

Roughly speaking there is an element of wages even in the 
other kind or kinds of income, i.e., income from various kinds of 
property; and as Clay points out there is an element of rent (i.e., of 
income from property) even in wages. But probably it will be 
said that the existence of a small element of the other kind of 
income in wages, or the existence of a small element of wages in 
the income from all kinds of property does not matter. It is the 
dominating element by whose name we call the different kinds of 
income. Thus we call a particular kind of income as Interest 
when the element of waiting is prominent. Very puzzling 
questions will then arise. What about the hire of a Tonga? Is 
it predominantly an income from work of the driver who is also 
the owner, or income from his capital? Is it therefore Interest 
or wages? What about the “ rent 99 of a big house, the value of 
land on which it is built having gone up because of the capital 
invested in it and in the surrounding plots? 

The traditional economists 7 do not however differentiate be¬ 
tween Rent and Interest on the basis of thfeir respective consti¬ 
tuents. They say that land and capital are two distinct factors 
of production and hence income yielded by either should be treat¬ 
ed as different from that yielded by the other. But let us examine 
how property in Land is different from property in Capital. 

Formerly it used to be said that Land is different from Capi¬ 
tal inasmuch as Land is a gift of nature and Capital is made by 
man. But now this kind of argument is not much made use of. 
Marshall pointed out that man does not produce anything new. 
He only shapes and reshapes matter and takes pride in calling 

7 Marshall, Principles, pj>. 609—38, 
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this process as Production. From this it is clear that by no 
means nature plays an inconsiderable part in the production of 
capital. Every capital good is very largely produced first by 
nature and then only after that by man. It is the fact of pos¬ 
session of a gift of nature which turns a natural object into capital. 
This applies to land in the ordinary sense as well as to a piece 
of bamboo produced on it. Land, as soon as some labour has been 
spent in possessing, preserving or improving it does not remain 
a pure gift of nature. Similarly, however much human labour 
may have been spent on a piece of bamboo in making a flute out 
of it, the part which nature has played in making it can never he 
negligible. This reasoning will wipe out the distinction between 
land and capital. 

It may be reminded here that “ Land ” in Economics does 
not mean only the ordinary land but all gifts of nature. But apart 
from the fact that the above argument applies to all gifts of 
nature, I may add that this widening of the denotation of the 
term “ Land ” ends in the very first chapters in the books on 
Economics. In the whole of the remaining parts of these treatises 
only the problems of ordinary land are discussed and Land simply 
means ordinary land. 

Then again it is said 8 that Land is distinguished from Capi¬ 
tal on the basis that in the creation of Land nature plays a major 
part and in the creation of Capital that major part is played by 
man. But this argument also leads us nowhere. There is no 
measure to judge whether in the creation of any economic good 
the part played by nature is more important or just the otherwise. 
Can anybody declare what percentage should be attributed to 
nature and what to man in the formation of, say, a flute out of a 
piece of bamboo? 

But the modern line of distinction between Land and Capital 9 
is based on the limitation of supply. People say that whereas 

8 Marshall, Principles, pp. 144—49. 

9 Henderson, Supply and Demand, pp, 84-5, 
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the supply of laud is absolutely limited the supply of capital can 
be increased or decreased at will. As a matter of fact both these 
statements are very far from being true. Every one of us knows 
that land, in the wider sense i.e., nature's bounty, is limitless. 
Even of the ordinary land, only in a very restricted sense can it 
be said that its supply is limited, and that too not absolutely but 
relatively at any one particular point of time or for comparatively 
short periods. Reclamation of marshy land, bringing into use 
of barren land by the discovery of suitable manures, increasing 
the facility of situation by means of rapid communication, emer¬ 
gence of new islands in the high seas, etc., are all instances of 
how even the supply of ordinary land may be increased in course 

of time. 

Similarly it is wrong to say that the supply of capital can be 
increased at will. There are kinds of capital, the supply of which 
cannot be increased at all, e.g., the painting of the Masterhands 
like those of Raja Ravi Varma and the marble-carving of statues 
of Michael Angelo, etc. These objects are never treated as 
“ Land 99 on the basis of the absolute limitation of their supply. 
Similarly there are some kinds' of capital the supply of which is 
limited for considerable lengths of time, e.g., the supply of steam¬ 
ships and all other big capital goods like bridges, railways, etc. 
Can this temporary or permanent limitation of supply of these 
capital goods mislead any one to treat them as “ Land 99 ? 

Even the great Economist Marshall felt the unreasonableness 
of the present classification of income. But instead of applying 
bis analysis to show the resemblance between the two kinds of 
income, viz., Rent and Interest, he invented a fifth class and 
called it quasi-rent. Land as Prof. Cannan has pointed out is no 
longer a free gift of nature in any of the modern communities of 
the world. All that you can say is that it is a prominent kind 
of property. But the mere fact of prominence will entitle it to 
be regarded as a separate class by itself no more than the fat 
salaries of some high officials will entitle the holders to be treated 
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differently from other workers for the purposes of building ihe 
theory of the Science. As for the method of calculation it is a 
pure accident as Fisher points out that the income of land is 
calculated as per acre while that of other kind of capital as per 
cent. This difference is based on popular usage which is as 
unscientific as was the popular belief that our earth was flat and 
not round like a hall except perhaps at both ends. And it is 
certainly not the business of a science to perpetuate wrong popular 
usages as scientific Irutlis. And apart from common parlance, 
even the common practice does not recognise this difference. If 
a business goes under liquidation, the land of the owner of that 
business is not set apart bv the liquidators. It is treated exactly 
like his other capital assets. Similarly if a businessman buys out 
the premises of his business with Ils. 5,000 and stocks goods worth 
another sum of Its. 10,000, his capital in business will not be treated 
by anybody as only Its. 10,000. His profits will be calculated as 
so much per cent on Rs. 15,000, i.e., including the capital invested 
both in land and stock of goods. 

All this analysis leads us to the conclusion that the distinc¬ 
tion between Rent, Interest and Profits is unreal, and ihat there 
are only two real divisions of income namely Income from work 
and Income from property. This is in perfect conformity with 
the requirements of the times. All economic conflict is really 
between workers and owners and it will greatly conduce to the 
clarity of ideas if we bear that fact in mind from the very start 
of our study. It is useless to treat nature as a separate fat*.tor 
of Production, It does produce but it does not demand an " eco¬ 
nomic rent.” There is no conflict among men in respect of 
fighting against nature and wrestling its secrets which it seems 
to yield sometimes so niggardly and at others so liberally. Conse¬ 
quently nature or its gifts do not provide any good basis for putting 
income-receivers into different classes. 

Even as it is, the subject of Distribution is treated at present 
in a most unpractical way. The so-called theories of Wages, 
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Rent, Interest and Profits are nothing but a mere amplification 
of the prominent instances of the principles of value. 10 As Prof. 
Cannan points out, the more important questions are whether in 
any nation or a particular industry the right proportion of income 
goes to labour. Or what share of the income which now goes to 
property can safely be made over to the workers in the interest 
of economic welfare of the whole community not for a short time 
but in the long run? These and other kindred problems like those 
of women’s wages, division of society into various strata and its 
effects on welfare through the distribution of income, problems 
of inequality, the bases of distribution, viz., merit, need and 
sacrifice, the question of poverty, etc., should really form the 
subject-matter of Distribution. 11 


10 This is being gradually recognised, as is evidenced by the fact that 
Henderson’s “ Supply and Demand ” which is a book on * Value ’ includes the 
discussion on Profits, Bents, Wages and Interest. 

11 These are very well treated in some recent books such as Oannan’a Wealth 

and his other works, Pigou's Economics of Welfare, and Dalton’s Inequali ty of 
Incomes. ■ ’ 
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According to Prof. Marshall the contribution of the ancient 
economists to the Theory of Distribution, though small, is yet 
very solid and substantial. But the modern economists have made 
a greater and varied contribution as is clear from so many modern 
publications on Principles oi Economics and some exclusively on 
Distribution. 

It therefore might sound rather preposterous on the part of 
men like myself to attempt any new contribution to the already 
sufficiently well explored and explained theory of Distribution. 
Yet the fact is that on account of a close and anxious study of the 
subject and a careful and clear teaching of the same to the Inter¬ 
mediate and more especially the degree students, 1 can say as a 
matter of personal experience and revelation that in the realm 
of Distribution many new ideas loom before us and yet in the face 
of the University Syllabus and the fixed period of time before us, 
it seems undesirable and is practically almost impossible to bring 
home to the students all or some of such new ideas and we have to 
rest contented w T ith making only a passing mention of some of these. 

It is only in Papers like these that new ideas can be expressed 
and new suggestions made in order to teach the theory better and 
make it easier to the students because it is quite certain that in 
such an eminent assemblage of brother economists all these ideas 
and suggestions will be discussed threadbare and I am sure even 
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this discussion will make the most difficult at least a bit easier 
for the student world. 

Of the six books of Marshall’s Principles of Economics the 
sixth on Distribution is the most difficult, yet very useful, 
necessary and even interesting. Carver’s Theory of Distribution 
is equally so. Taussig, Seager, Eranc O Kara, Turner and others 
no doubt make au exhaustive survey of the Theory of Distribution, 
yet it is not possible nor easy enough for average beginners, care¬ 
fully and clearly, to get an outline idea of it and therefore it seems 
necessary in this paper to attempt a simpler delineation of some 
of the points at least. 

Prof. Jevons in his Essays on Economics no doubt succeeds 
under Distribution in making the theory quite clear and simple 
in many respects. 

Economics being a fast developing science, new ideas are com¬ 
ing to the front and the subject of the whole of Economics and 
more especially that of Distribution is of utmost importance to 
the National well-being and general economic progress. 

It is with the separation of the agents of production that the 
idea of the theory of Distribution acquires some importance and 
becomes a bit clearer. We all know that the number of the agents 
of production has gone on increasing from 1 to 2 to 3 to 4 and last 
of all to 5. Land and Labour were the only two agents formerly. 
With the growing intricacy in the methods of production, the 
labourer could not work with his own hands. lie did require 
tools and implements and thus Capital came to be recognised as 
the third agent of production. With the introduction of the 
employer system of production capital became the most ini]M>rtant 
agent of production because man the worker instead of working 
with his own instruments as and when he liked came to work on 
the raw material and the instruments supplied to him by the 
employer and within the building of the employer so much so 
that inside a manufactory he could make full use of his skill and 
efficiency but outside he was almost a nonentity. 
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Willi the introduction of division of labour, machinery and 
large-scale production or in short the Factory System, the capitalist 
could not discharge double function and the Organiser came to 
be recognised as a separate and important fourth agent of produc¬ 
tion. 

The organiser brought together land, labour and capital and 
then set them in working order and supervised over them. 

With the expansion of the markets and the growing intricacies 
of the forms and methods of production the organiser lost his 
efficiency as the organiser because he had to waste much of his 
time in bringing the three agents together and in thinking of 
bearing the risk as successfully and profitably as possible. The 
world began to suffer and therefore the fifth agent of production 
known as the* Entrepreneur came to lie recognised as a distinct 
agent of production. 

Now it seems to be the function of the buffer entrepreneur 
to select the industry and then to bring land, labour and capital 
together and then to put all these under an organiser. He has to 
enter into agreement with each one of these beforehand and thus 
he has to bear the risk of profit and loss himself. 

A « we think carefully and deeply over the function-!, importance 
and utility to the industrial world of this fifth agent of produc¬ 
tion, it becomes clear to us that the first and foremost function of 
the entrepreneur is to exercise his discretion in selecting out the 
industry that will prove most profitable to him and it seems to 
me that the modern-day entrepreneur has a very limited scope in 
making such selection on account of keen and even cut-throat 
competition and he has therefore to think out and even conceive 
and devise new industrial undertakings after very carefully study¬ 
ing the supply and demand sides. Therefore the modern entre¬ 
preneur does not so often and so well succeed as the old one did 
because he cannot retain and increase his efficiency when he is 
required to discharge two equally important, onerous and risky 
duties of bringing the four agents together and thus bearing the 
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risk upon himself and conceiving* at the same time new industrial 
schemes. This act of conceiving* new and profitable industrial 
schemes requires so many varied and up-to-date abilities, informa¬ 
tion, discretion and tact on the one hand, and on the other hand, 
very clear and practical experience of changes in fashion and de¬ 
mand and a detailed idea of the money and real cost of production. 

This last function is going to be quite different and distinct 
from our modern entrepreneur and it seems a new agent of pro¬ 
duction sixth in number is within a short period of time going 
to be recognised. 

A group of persons well versed in the science and art of Eco¬ 
nomics and more particularly in business, trade and commerce 
and quite conversant with the demand and supply in so many 
countries of the world will take it into their heads and upon them¬ 
selves the work of conceiving new industrial enterprises. For the 
sake of convenience we might at present (’all them the Conceivers. 

They will charge a special fee before allowing any enterpriser 
to get an idea of their scheme and this the entrepreneurs will 
willingly pay as they will be saved a lot of trouble and get for 
an ordinary price a cut and detailed scheme which can be easily 
put info working order. The remuneration of the Coneeiver may 
be called the charges of conceiving. 

With the ushering into of this new agent of production the 
functions of none of the five agents will in any way be disturbed 
or dislocated, their value under exchange, and their shares of the 
National Dividend will be most certainly determined as hereto¬ 
fore and the new agent the Coneeiver will follow suit. 

Combination and separation of functions will continue as of 
old and will depend ordinarily on the economic conditions obtain¬ 
ing in different countries and primarily on the nature of the under¬ 
takings. 

Reverting now to the outline of the theory of Distribution it 
can be said at the very outset that the problem of distributing the 
surplus can and does arise only when there is a surplus and tl*e 
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fact that there is or is not a surplus can be ascertained only after 
exchange has been effected-—Positive or Negative surplus does not 
materially alter the principle of our discussions. 

It can therefore be said that the problem of Distribution arises 
only after exchange has been effected and if then* is a surplus. 

Here at this stage il seems desirable to throw some light on 
a very important and useful statement of Pi of. Sidgwick, viz., 
“ Distribution is exchange repeated. M He thus makes no difference 
between Exchange and Distribution although In* himself in his 
Principles of Economies devotes quite a separate portion to the 
discussion of the Theory of Distribution. 

Under exchange the entrepreneur, we know, before setting 
the forces of production into working order enters into a definite 
agreement with the landlord, the capitalist, the labourer and the 
organiser aud has to pay them just at the end of the period agreed 
upon, e.g., rent lias to be paid per month or per annum, interest 
every month or every three or six months or annually, wages per 
diem, or week oi at the latest every month and salary e\erv month 
while conception charges shall have to he paid lump sum just at 
the time an entrepreneur makes a selection from the preparation 
or concepts of the conceive!*. All these remunerations have to he 
paid even before a commodity is produced and they form part of 
the total cost of production. They are determined by the supply 
of these agents available at a particular time and place on the one 
hand, and on the other by the then demand tor them at that place 
most certainly other things remaining the same. 

On the supply side we have to enter into the details of the cost 
of production of each of the agents of production, and on the 
demand side the utility of them to the entrepreneur, and in other 
words the utility of the commodity thus produced to the consumer 
or I might even say, the value of their services through the utility 
of the finished product to the consumers in general. Because it 
is absurd to think that any entrepreneur will pay any price to all 
or any of the agents of production irrespective of his net profits 
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that is of the price at which the finished product will be sold and 
the cost of production. Thus it is clear that the surplus looms 
large before the entrepreneur while he makes an agreement with 
these agents of production. It perhaps will thus be evident that 
Prof. Sidgwick’s remark is not far from the bare truth. But the 
fact remains that after the contract has been made (most certainly 
with the prospect of the surplus) payments are made irrespective 
of the surplus and long before the surplus does arise, and there¬ 
fore we can say that distribution is quite a distinct brauch of 
Economics. 

Under Distribution we have got to emphasise not so much the 
supply side of the agents, their cost of production, but the demand 
for the finished product or its utility to people in general and thus 
ascertain the positive or the negative surplus as the case be. Under 
Exchange even in the face of a negative surplus the settled 
remuneration has got to be paid, while under Distribution, through 
the buffer nature all the agents receive a setback in the case of a 
loss. Whatever is paid under Distribution according to the buffer 
nature of an entrepreneur to the four or in future the five agents 
of production is something over and above what has already been 
paid to them under exchange and depends primarily on the surplus 
and here under Distribution the net profits have first to be paid 
to the entrepreneur. It is here that the marginal productivity 
theory helps us a deal. 

In this connection I am often led to think and feel that a part 
of the surplus should and does go even to the consumers, because 
most certainly they too are an important contributor or creator of 
the surplus, I say “ should 99 because no book on the analysis of 
the surplus does consider the share of and allot any of the dividend 
to people as consumers, and I say “ does 99 because I feel that 
with increased Demand, Supply tends to increase with greater 
economies, division of labour, large-scale production and increased 
efficiency and thus cost of production goes down and prices are 
lowered and the consumers gain. I cannot understand haw the 
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demand side does not contribute anything towards the surplus and 
if it at all does even an iota and I am sure ii does much more, 
then how can any contributor, be he an agent of production, or 
that of demand, be left out of consideration. 

It will thus be clear that in a study of all these things includ¬ 
ing among them the influence of distribution over national well- 
being we have to discuss, understand and systematise a number 
of things which can never be discussed and in a manner quite 
different from that adopted under exchange. The consequences 
of' Distribution are far more important and farther reaching than 
those of any other branch of Economics. 

We now come to the scientific position of the problem of 
Distribution, and I should like to give a summary outline of the 
same as we all know that so many able, experienced and learned 
authors have placed at our disposal an exhaustive, true yet clear 
exposition of this portion of the theory. 

( i) When and why does the problem of Distribution arise? 
( ii ) How do we get a Surplus? 

(iH) Why should the Surplus be distributed? 

(iv) Among whom is the Surplus distributed? 

(r) What is the form and the manner in which this Surplus 
is distributed? 

(ri) How is the share of those that are entitled to a part of 
this Surplus determined? 

(vii) What is the effect on society in general of this 
Distribution of the Surplus thus? 

(viii) What will he the consequences otherwise? 

(t>) Does the State in any way take any part in regulating 
this Distribution and does it get any part of the 
Surplus? 

(x) Are there any suggestions to make the Distribution 
of the Surplus as fair, just and proper as ever? 
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Within the time at my disposal and with my limited know¬ 
ledge it is not possible for me to enter into a detailed discussion 
of each of these ten points and therefore I shall simply make an 
attempt to show by way of a hint what these points generally aim 
at and by way of suggestion submit and invite the ideas that should 
form part of these ten points or of the whole theory and practice 
of Distribution. According to Prof. Marshall the second question 
as more important than the first. With the help of so many 
questions does he explain to us the way in which we should know 
why there is a Surplus. In his words and quite right it is from 
nature that we first get the idea of a surplus and because there 
is a surplus it must be distributed and distributed only among 
those that are responsible for it. Tt is, however, very difficult to 
ascertain accurately all those persons that are responsible, because 
in a way almost everybody has made some contribution or other. 
This is not a question of a town or a nation but a world-wide and 
therefore international question and thus its importance is the 
greatest. 

The surplus as we all know is due to the forces of demand and, 
supply and if the cost of production just equals the price offered 
then there is no surplus. But it is also a fact that nobody will for 
long carry on a business if there is no profit over and above the 
normal profits and therefore for one reason or other if the Demand 
price is greater or less than the cost of'production, there is a 
surplus. The difference between the Supply and Demand may be 
due either to supply through increased efficiency, greater 
economies, etc., or to Demand; but the surplus is due to these two 
forces most certainly. 

We have thus far known summarily the nature of the first four 
questions. The fifth is rather more important and necessary. 
Practically we all know that the surplus is distributed in the form 
of money, but money according to Prof. Jevons is not the thing 
that is distributed. It, is simply the medium of distributing the 
surplus, because there is no better medium available. It is really 
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speaking the surplus utility that is distributed. The manner of 
distribution of the surplus can best be understood by an explana¬ 
tion of the buffer nature of an entrepreneur. 

We all know that in a railway train there are long protruding 
iron cylinders known as buffers on either side of every carriage 
and it is these buffers that receive the shock first on the meeting 
or joining or even colliding together of the two carriages. Later 
on the shock is transmitted to the compartments dose to the 
buffers and gradually to the whole train. 

Exactly in the same manner the entrepreneur on an equili¬ 
brium between the forces of Demand and Supply having been 
established, receives the shock of profit or loss as the case may 
be and then gradually he transmits the shock to agents placed 
closest to him and then gradually all throughout the region. In 
the train the shock is transmitted on either side first to closest ones 
and later on to others until the shock spreads and distributes itself 
throughout the whole train. 

The entrepreneur retains the shock for a while and then begins 
to transmit it. If he makes a loss he at once reduces first of all 
the number of labourers under him and then does reduce his 
demand for capital and land and last of all he has got to encroach 
even upon the salary of the manager. The newly conceived agent 
will fare similarly, because under such circumstances the entre¬ 
preneur will not be demanding the services of the conceiver. 
Being thus dispensed with, the supply of labour, capital, land and 
organisation, other things remaining the same, does increase and 
therefore their prices go down and they share the shock of the 
negative surplus. 

On the other hand, when an entrepreneur makes a positive 
surplus, i.e., a net profit he is tempted to make still greater profit 
whifh under normal and fair conditions he can only by increasing 
his scale of business. He does therefore increase his demand for 
capital, land, labour and organisation. Other things remaining 
the same, the rate of wages of each of these therefore is raised 
F* 15 
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and thus they get a share of the shock of profit. Retaining the 
analogy of either side of the buffer. . . . 

We can say that the entrepreneur on one side has the agents 
of production to benefit or harm and, on the other, the consumers 
in general and as all are in some way or other competing groups 
all do receive sooner or later a part of the shock. 

Under question (vi) we have to remember that because an 
entrepreneur gets a surplus he does not call back any agent of 
production and pay him a part of the surplus. Yet it is certain 
that he cannot very long retain with him the surplus and if he 
does so unnecessarily long, he fails in his enterprise. 

The theory of exchange does no doubt help us a deal in determin¬ 
ing the share of each individual agent or contributor to the surplus. 
It is here that the marginal productivity theory does come to our 
rescue. Marshall’s explanation of this theory and his example of 
the shepherd are justifiably classical and deserve all careful study 
at our hands. This theory is a stumbling block to many a student 
and yet nobody can hope to do full justice to the theory of distri¬ 
bution without the marginal productivity theory. 

Everybody being entitled to a part of the National Dividend 
is sure to feel the effects of fair and unfair distribution and also 
of an absence of distribution. If everybody gets just what he 
deserves he is encouraged and works enthusiastically and the 
society gains because thereby the total stock of wealth produced 
in a nation in the course of say a year does increase much. If 
anybody does not get what he deserves or others get more than 
they should, then there is dicontent and society suffers. 

In the absence of distribution the whole society is to become 
extinct (ix), it must be admitted that, this is a very knotty problem 
and there is a difference of opinion on the question of State inter* 
ference in matters of regulating wages, prices, etc., not, to speak 
of the distribution of the surplus. It is, however, worth our 
while to broach a discussion on this point and study it carefully 
and in detail all its sides and come to a scientific decision 
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and communicate the same to the Government and the 
public, 

I feel however tempted to say by way of a hint that in my 
opinion taxes, customs and excise duties are the things through 
which the Government regulates and gets a part of the surplus. 
Above all it must be admitted that the growing prosperity of a 
nation, the best asset of' a Government, is the part that the 
Government receives of this surplus. 

By way of a suggestion I must submit that as it is a recognis¬ 
ed fact that for the prosperity and well-being of the people both 
the Government and the people do exert their utmost, therefore 
it is the bounden duty both of the Government and the people 
to think over this question openly and scientifically and suggest 
means by which distribution can be made as far as possible be¬ 
cause nowadays when the whole world is interconnected, unfair 
distribution in any one country is sure to affect the whole world. 
Therefore this question of a world-wide importance deserves all 
careful consideration at the hands of such an august body as 
the All-India Economic Conference. 
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BY 

Raja Sir Daya Kishan Kaul, K.B.E., C.I.E., D.B. 

I am thankful to you for giving me an opportunity of address¬ 
ing you on a subject which though technically speaking does 
not come within the purview of the programme of this conference, 
has nevertheless an importance from the point of view of prac¬ 
tical economics. The subject I have chosen relates • to one of 
the indigenous industries of the country. The economic develop¬ 
ment of a country depends on industries of one type or another, 
and I feel that it would not be out of place to present to this 
conference some matter for reflection, bearing on indigenous en¬ 
terprise, for I believe, the object of the illustrious economists of 
the country coming together is to facilitate the achievement of 
practical results. The subject which I have selected to address 
you on is * The Match Industry in India ’ of‘which I may, with 
all modesty, claim to possess a certain amount of knowledge. I 
am encouraged in dealing with this subject, by the reference 
which the worthy President of the Conference made in his Pre¬ 
sidential address to the Excise on Matches as forming one of the 
possible sources of revenue to improve the finances of Govern¬ 
ment. 

The efforts to establish indigenous industries of a country 
are bound to be confronted with enormous difficulties when simi¬ 
lar well-established industries in other countries are pitched 
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against their growth, and the struggle which the native indus¬ 
trialists have to face in the earlier stages of every such industry, 
can lead to successful results only if the brains of the country set 
themselves in earnest to the task of devising means of enabling 
the indigenous industries to pass through their infancy without 
being strangled. It is equally necessary that the Government 
of the country, supporting the interests of its people should 
afford ample and effective protection to them during this 
period. 

Protection verms Free Trade has been a contentious economic 
question for a long time, but under the existing world conditions, 
almost all countries are finding it necessary, at times, to adopt 
protective measures in one form or another. Match manufacture 
though not such an extensive industry as cotton spinning and 
weaving, or such a valuable asset as the manufacture of steel, 
is nevertheless one which supplies an important daily need of 
every household in the country. 

Until the last decade of the nineteenth century no one in 
India took up the manufacture of matches seriously. Some at¬ 
tempts were made in that and the following decades, but they 
failed for want of sufficient technical knowledge and experience, 
non-discovery of suitable wood for match manufacture, lack of 
organization and finance, and total absence of any form of pro¬ 
tection. The first match factory which survived was the Gujrat 
Islam Match Factory founded in Ahmedabad in 1895 under Indian 
management. Up to 1921, nevertheless, it had to face severe 
competition from imported matches; and in spite of its great ad¬ 
vantage in having very cheap labour and low overhead charges it 
eked out a hand-to-mouth existence. Prior to 1916, the duty on 
imported matches was only 5 per cent ad valorem . In March 1916 
it was increased to 7J per cent, and in March 1921 it was fixed at 
12 annas per gross. In March 1922, the duty was again doubled 
and fixed at Es. 1-8 per gross. This high Tariff, all the same, 
had the effect of stimulating local manufacture and substitution 
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of foreign by local matches as the following figures of imports 


will show; 


1915-16 18 3 million grosses 

1921- 22 137 

1922- 23 113 

1923- 24 112 

1924- 25 7-2 

1925- 26 79 

1926- 27 61 

1927- 28 3-5 „ „ 

1928- 29 1-5 

There has thus been a rapid and continuous decline in imports. 
This would have been looked upon as a fairly sound state of affairs, 
if the opportunity of development afforded by the Tariff were con¬ 
fined to Indian capital and Indian enterprise. The Tariff, how¬ 
ever, was not fixed as a protective measure. The Government of 
India levied it purely for balancing their Budget. The protec¬ 
tion of the Indian Match Industry was not contemplated at that 
stage. 

To enable you to grasp the situation properly, I might men¬ 
tion that before the imposition of the Revenue Tariff of 1922, 
Sweden was the principal supplier of matches to India. Sweden, 
moreover, had meanwhile reorganized its match trade by forming 
a powerful Kartell which had imposed its will on most of the 
European countries in various ways, and had worked out a pro¬ 
gramme of world domination in the manufacture of matches. 
With the Revenue Tariff imposed in India on matches, and the 
consequent Indian response to open up factories in the country, 
the Swedish Trust was exposed to the risk of losing their vast in¬ 
come from India. Taking the pre-Tariff wholesale price in India 
of the Swedish matches as Rs. 3 per gross and the rate of Re. I 
per gross at which Swedish matches have been landed in India, 
there was a clear profit of Rs. 2 per gross. Assuming the Swedish 
import, at the time, to be two-third of the estimated India con- 
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sumption of 18 million gross annually, the yearly profit to the 
Swedish Trust on 12 million gross could be safely reckoned at 
Its. 2,40,00,000. This was naturally too tempting a figure for the 
Swedish Trust to forego without a hard tussle. 

As a result of this duty of Ks. 1-8 per gross a large slice of the 
importers’ profit went to the Indian Government, and the res¬ 
ponse of Indian capital to the possibility of development in India, 
threatened the remaining profit of the Swedish Trust. This was 
clearly foreseen by the Swedish Trust; and they therefore launch¬ 
ed upon constructing their own factories in India. With the 
facilities at their command, this was done rapidly. Indian enter¬ 
prisers on their side visualized the establishment of a national 
industry which could in time stand a good chance of holding out 
against world competition and making India self-contained as re¬ 
gards the manufacture of this article of daily consumption; but 
foresaw, as well, the danger of conflict with the Swedish Trust. 
To safeguard their economic position, all Indian manufacturers 
with one voice, asked for protection against the designs of the 
Swedish Trust. The matter was entrusted by Government to the 
Indian Tariff Board. The crux of the matter lay in protection 
against the designs of the Swedish Trust which was developing into 
a powerful menace, in the country, to the indigenous enterprise 
and to a healthy and progressive growth of the industry. The 
Indian Tariff Board, however, was presumably precluded, on 
grounds of policy, from discriminating between Indian and Foreign 
Enterprise and interests, and hence the very object of the reference 
was defeated. All measures discriminating between Indian and 
foreign enterprise were scrupulously avoided. The Swedish Trust 
was treated as an Indian manufacturer; as such, it was the largest 
individual manufacturer; as the largest, it was the most impor¬ 
tant manufacturer; and as the most important manufacturer, it 
received the greatest amount of consideration. It is true that no 
preferential treatment over Indian enterprise was given to the 
Swedish TVtist; hat the attitude of the Tariff Board in itself gave, 
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the Swedish Trust more than what it required in order to carry 
out its designs. It will thus be seen that although the enquiry 
of the Tariff Board was initiated mainly to find a solution of the 
predicament in which the Indian enterprise found itself, the re¬ 
commendations of the Tariff Board resulted in helping the very 
interests against which help was in reality sought. 

I have given you in an abstract form: — 

, 1. The cause of impetus to the development of the Match 

industry in India. 

2. The response of Indian enterprise in the hope of estab¬ 

lishing a national industry. 

3. The danger which Indian enterprise foresaw in the way 

of the attainment of its aim. 

4. The demand of Indian enterprise for protection against 

the danger of the all-swallowing activities of Swedish 

Trust. 

5. The manner in which the danger instead of decreasing 

has increased. 

A closer study of the question would require an examination 
of the Indian Tariff Board’s .Report—its arguments and proposals. 
These are published and can speak for themselves. The Tariff 
Board was apparently fettered by other considerations than the 
economic interests of the country, and in addressing a representa¬ 
tive economic body as we have here to-day, my object is to suggest 
for your careful consideration a problem, which I, as one of the 
enterprisers, in the Match industry, have had to face in all its 
bare reality; and which, if scientifically handled by trained minds, 
may be capable of solution in the best interests of the country. 

The principal questions for consideration which suggest them¬ 
selves to my mind are:— 

1. How far was the Indian demand for protection against 

a foreign Kartell economically sound and desirable? 

2. Assuming the demand to be sound, how far was the 

Tariff Board justified in ignoring the demand for 
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protection of Indian manufacturers against the 
Swedish Trust? 

3. How far is the present situation capable of remedy and 
in what manner? 

Let us take them one by one: — 

No. 1.—With regard to the soundness of the Indian demand 
for protection against a foreign Kartell, 1 have always felt that 
the opportunity which incidentally arose by the levy of the Revenue 
Duty in 1922, should have enabled the indigenous industry to 
establish itself firmly if it had only been helped by protection in 
the initial stages. Many attempts to establish match factories in 
India had hitherto met with failure. The past five years’ work 
has, however, proved that India can manufacture matches as ser¬ 
viceable as any other in the world, at practically the same cost 
in spite of smaller scale working and the higher cost of machinery, 
chemicals and paper. Afforded the remaining advantages, which 
I believe is merely a question of time, and provided the Indian 
enterprise survives, the country is capable of providing not only 
all its requirements but also ol developing an important export 
trade in matches. If in such favourable circumstances the in¬ 
digenous industry is not safeguarded against a foreign Kartell, 
the possibilities of indigenous enterprise would be doomed for ever 
and the country left entirely to foreign exploitation. 

In supporting the cause of Indian enterprise we find the 
following points which are noteworthy: — 

1. The match industry fulfills all the four tests laid down 

in para 97 of the Fiscal Commission Report for an 
industry which should be considered deserving of 
protection, in as far as it has: — 

(a) An abundant supply of raw material. 

( b ) Cheap power. 

(c) Sufficient supply of labour. 

{ d ) A large home market. 

2. Indian capital and enterprise has not been lacking. 4 
3 ?* 16 
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3. Protection of Indian enterprise would increase the 

development in India of manufacture dependent on 
the industry. 

4. Protection of Indian enterprise would be an asset to 

the country and the Empire. 

5. Indian enterprise has not lacked resource in being able 

to reduce costs competitively in a short period of 
five years’ working. 

6. The reduction of selling price from an average of 

Rs. 3 to about Re. 1 per gross in seven years. This, 
on a consumption of 18 million would mean a saving 
to the country of Rs, 3,60,00,0(X) per annum. 

7. The fact that present average selling price is below the 

fair average selling price determined by the Tariff 
Board, signifies the pitch of competition which 
Indian enterprise is facing, and unless effective 
measures are taken there is danger that the element 
responsible for these advantages to the country will 
be killed. 

8. The great lengths*of unfair competition to which the 

Swedish Trust is capable of going by initiating a 
rates war, encouraged by its 25 per cent dividend 
earned from over 200 factories all over the world. 

9. The fact that the Swedish Trust has bought and is 

negotiating to buy up the control of Indian enter¬ 
prise on its own terms under the threat of rates war. 
10* The fact that the Swedish Trust has disabled Indian 
manufacturers from obtaining match machinery 
from the standard makers of repute in Sweden and 
Germany; and that there is every possibility that 
even spare parts will also cease to be supplied. 

11. The fact that British Phosphorus Amorphous con¬ 
sidered to be the best for match manufacture, an d 
which represents the largest cost in chemicals used 
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in safety matches cannot be obtained in India 
except through the Swedish Trust. 

In view of the important factors such as these, I do not 
think there can be two views about the danger of allowing a very 
powerful foreign Kartell to carry on its designs unrestricted. It is 
not that the Indian Tariff Board did not foresee the possibilities of 
this danger. In their own words the position has been summaris¬ 
ed as follows: — 

Page 88, para 148 of their Beport:—“ It may be estimated 
that the Swedish Match (Jo. now controls not less than 65 to 70 per 
cent of the total world’s demand.” 

Page 88, para 149:—“ The object of the Company is to secure 
a position in every possible market of the world, which would 
enable it eventually to regulate prices.” 

Page 88, para 150:—“ Where circumstances are favourable 
the Company obtains a direct monopoly from the State. Tn some 
cases the monopoly is granted because it is considered to Ik; in 
the economic interest of the country. As an inducement to grant 
concessions moneys are advanced sometimes as a direct loan to 
the Government at a low rate of interest or in the shape of dis¬ 
counting, at a low rate, the royalty payable to Government during 
the whole period of the monopoly. Where this is not possible, and 
especially where the industry is sheltered by a high tariff, the 
Company acquires in the country, by negotiation, existing factories 
or builds new ones. An attempt is then made to obtain control of 
the industry amicably. If this proves unsuccessful, an infense 
price war is initiated until the local industry surrenders.” 

The Tariff Board recognises on page 90, para 153 : 

“ That the resources of the Swedish Company are sufficient, 
if it so desires, to crush for a time at least all competition from 
Indian firms and capture for itself the whole of the Indian 
market.” 

Considering the full and complete recognition of the danger in 
clearest terms by the Tariff Board and the other factors outlined 
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by me, the Indian manufacturers’ case was a very strong one; and 
nothing but some type of discriminating treatment between the 
activities of the Indian manufacturers and the Swedish Trust, would 
have met the requirements of the case* It would be seen, there¬ 
fore, that the demand of the Indian enterpriser was not only 
sound and reasonable but was also an economic necessity. 

No. 2 .—The next point I have to suggest for your considera¬ 
tion is the economic* justification of the Tariff Board in rejecting 
the protective proposals of Indian enterprisers. The principal 
proposals aiming at a restriction of the Swedish Trust's activities 
were: — 

(a) The imposition of a discriminating excise on the manu¬ 
factures of the Swedish Trust in India. 

( h) The restriction of the Swedish Trust's designs in India 
by compelling them to maintain a larger proportion 
of Indian Capital with a majority of Indian Directors. 
(c) The levy of a high Tariff on foreign Aspen logs so as to 
make their use prohibitive and thereby develop the 
Indian timbers. 

The imposition of an excise on the manufactures of the Swedish 
Combine was turned down principally on the score of a policy laid 
down by the Fiscal Commission which disapproved of discrimi¬ 
native measures between Indian and foreign capital. No allow¬ 
ance whatsoever was made between the. working of a foreign 
capitalist of ordinary strength and that of a foreign powerful 
world combine. 1 venture to think that the policy of the Fiscal 
Commission was not applicable to this case. The minority report 
of the Fiscal Commission had however recommended that all con¬ 
cerns, of which three-fourths of the capital was not Indian should 
be treated as non-Indian. 

The next important suggestion relating to the Swedish Com¬ 
bine being allowed to continue its activity if it did so under a 
Company with a majority of Indian capital share and directorate 
might have been a reasonable compromise. The Tariff Board 
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instead of making any definite and binding recommendations to 
Government, left the position vague and loose. They merely 
made a suggestion to the Swedish Match Co, in the following 
words: — 

“ The Swedish Match Co. should take steps at the earliest 
opportunity to organize its business in India on the 
basis of an Indian Company under the control of a local 
directorate with suitable Indian representation on it,” 
The third suggestion aimed at an enhancement of the duty on 
imported match wood. 

This proposal was turned down on the score that India was 
at the time using a fair quantity of imported match wood, and 
therefore if a high duty were placed on it, there would be a rush 
for Indian wood. It was alleged that a sufficient quantity of 
suitable timber would not be readily forthcoming and consequently 
there would not only be a general rise in price level but also a 
dislocation in Indian manufacture. 

The arguments may appear at first sight to be sound; but they 
do not present any insoluble difficulty. No one disputed the fact 
of India possessing inexhaustible quantities of suitable wood for 
her own match requirements. The difficulty was mainly in respect 
of the time it would take to make sufficient and suitable supplies 
available at economic rates. When we know for a fact that 25 
per cent of the Indian manufacture, which began in 1925, was 
able to secure sufficient Indian timber for all its requirements 
wdthin a period of two years of the initial attempt, there is no 
reason, in the absence of clear evidence to the contrary, to assume 
that the supply of Indian match timber, would not meet a larger 
and growing demand. 

It is clear that if the Indian manufacturers while using 
foreign machinery, chemicals and paper, also depend on foreign 
wood, they have no chance whatsoever of success in competing 
with the Swedish Combine who could land all these articles in 
India with greater economy. Nor can such Indian manufacture 
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claim any right to protection as an indigenous enterprise of the 
country. 

The proposed measure might have led to a certain rise in the 
price of match timber, but that again would have been controlled 
and checked by the price of matches, as the Indian-made matches 
could not possibly sell at a higher price than the imported ones. 
Prior to the imposition of the heavy Tariff on matches, a safety 
match-box was purchased by the consumer at pies 6 per box; and 
even with the higher duty the sale price remained the same. The 
loss was borne only by the importers without affecting the con¬ 
sumer and its equivalent went to Government as revenue. The 
Indian matches were placed on the market at half the price, i.e., 
pies a match-box; and the Indian factories could only survive 
if their prices of finished matches remained below what the im¬ 
ported ones were quoted at. If, therefore, the suggestion had 
been accepted, the price to the consumer would not have materially 
altered, while the measure would have meanwhile afforded a great 
impetus to the development of Indian timbers suitable for match 
manufacture; and in course of time, the indigenous enterprise 
would have greatly benefited by it and stabilized. Government 
would also have gained considerably both from tariff duty and 
revenues from sale of match timber of Government forests. On 
the contrary if for want of this protective measure the indigenous 
enterprise once dies out under the pressure of competition inflicted 
by the Swedish enterprise, the country would once again be en¬ 
tirely at the mercy of the Swedish Co. and there is no knowing to 
what scale they might raise their prices eventually. 

The suggestion to tax the imported match wood was moreover 
in conformity with the action taken by Government when, in 
order to combat the devices to evade the Match Tariff and to pro¬ 
tect its revenue, a special duty was levied on imported splints and 
veneer. Devoid as this suggestion was of any discrimination, it 
was apparently the fairest and soundest suggestion from the Indian 
standpoint, 
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The arguments put before the Tariff Board however bore no 
fruit as is evident from their recommendations. But in view of 
some of the aspects I have attempted to indicate today, 1 trust 
the Board’s recommendations are not the last word on the ques¬ 
tion. 

No, 3 —1 have attempted so far to picture before your minds 
something about the past. But the more important and vital 
question relates to the future. 

In reply to the question of likely remedies against the designs 
of the Swedish Company’s activities in India dealt with in Appen¬ 
dix A of .the Tariff Board lteport, I had occasion to summarize 
the position to the Tariff Board in the following words: 

“ It appears that much confusion will arise as a result of 
the present enquiry if, while considering the Indian claim for 
protection, the Swedish American Trust, which is the real danger, 
is identified in any way as a claimant for consideration with the 
Indian interest needing protection. It' this is done, the whole 
inquiry will have hopelessly failed in the aim with which it 
was inaugurated and no amount of Government monopolies or 
combination of indigenous manufacturers will succeed in averting 
the danger.” 

Subsequent to the recommendations of the Tariff Board the 
Swedish Trust has had the field clear. The result has been : — 

1. The Western India Match Co. (only a different name 

for the Swedish Co.) has been nominally refloated 
as an Indian Public Ltd. Co. The capital is main¬ 
ly of the Swedish Company and the control is entirely 
theirs. 

2. The Swedish Co. has strengthened its position by ex¬ 

panding its output capacity with great strides. The 
Company had in 1928 four factories for the Indian 
market. The Company has now, in 1930, eleven 
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factories for the Indian market. In addition to this 
an Indian-owned factory at Bareilly has been taken 
over. 

3. Negotiations have been and are being conducted with 

other Indian factories with a view to control and 
restrict their activity through pressure of rates war 
which is in progress. 

4. The Company has controlled the supply of Swedish and 

German match machinery. 

5. A rates war which was initiated before the Tariff Board 

enquiry, has been gradually doing its work so much 
so that it is becoming increasingly difficult for Indian 
manufacturers to carry on much further. 

Perhaps you would like to have an idea of the present price 

war. 

The average fair selling price determined by the Tariff Board 
in 1928 was Its. 1-2-7 per gross half sine. The future fair selling 
price was estimated at Rs. 1-2-2 per gross. These prices were 
much lower than the Indian manufacturers’ estimates, being based 
largely on figures given by the Swedish Company. They were 
estimated with a view to determine the stage at which Government 
should interfere. Taking the future economic selling price to be 
Rs. 1-22 per gross, if prices go below this figure, it is evident 
that a rates war is. going on; and a price-cutting competition with 
the Swedish Trust in this process is as unfair as it is impossible. 
In the Punjab, some brands of the Western India Match Co. 
(Swedish Co,), matches are sold as low as -15- per gross, while 
in Bombay they are selling at about 0-13-0 per gross. The fate of 
Indian manufacturers in the light, of these figures can better 
be imagined than described. The monopolistic tendencies and 
designs of the Swedish Match Co. were feared from the very start. 

A neglect of these has placed the Indian enterprise in the present 
grave predicament. It is obvious that unless immediate and effec¬ 
tive steps are taken at this stage to counteract the activities of 
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the Swedish Match Co. the Match Industry as an Indian enter¬ 
prise is doomed to die out. 

The remedy to the present situation is one which requires 
careful consideration. There are two courses open: — 

1. Half-way measures to meet the situation in the shape 

of a compromise or 

2. A full and frank recognition of the proved monopolistic 

tendencies and designs of the Swedish Trust and 
radical measures to counteract its baneful effects on 
the Indian Industry. 

To meet the situation by a compromise, a solution might lie in 
all the more important and economically situated Indian-owned 
factories being merged into the Western India Match Co. (Swedish 
Company’s activity in India) and arrangement made to ensure that 
the minimum Indian-owned capital should be 55 per cent with a 
majority of Indian directors. 

A radical remedy would necessarily involve vigorous restric¬ 
tion being placed on the activity of the Swedish Company in the 
shape of a sufficiently heavy protective duty on imported match 
wood, and a discriminative excise. The exact form of the measure 
to meet the situation from the point of view of varied interests 
could perhaps be" best determined by Government in consultation 
with the important Indian manufacturers. Dr. Bannerji has also 
advocated an Excise duty on matches and has considered it neces¬ 
sary to adopt a cautious policy such as may not imperil the very 
existence of the match factories which it should be the aim of 
the fiscal policy of Government to protect. What is therefore 
necessary is to discriminate between factories owned and controlled 
by a Foreign Kartell such as the Swedish American Combine with 
unlimited foreign capital and immense resources aud experience, 
and the purely Indian factories whose growth is being jeopardised 
by the pressure brought to bear upon them by their most powerful 
rival. The Indian fiscal policy alone can save these indigenous 
factories which are the country’s asset. 

F, 17 
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To ensure that the Indian enterprisers are guided on economic 
and sound lines in their consideration of the question of an all- 
India importance, I have taken this opportunity of commending 
the subject to the consideration of this All-India Conference; 
Every province has its own peculiar difficulties at this time, and 
is in considerable need of sound advice. I trust that the memberi 
of the confetence will, in their respective spheres, readily furnish 
the necessary advice. In your joint endeavours will lie the sal¬ 
vation of this Indian Industry, the very existence of which other¬ 
wise is seriously threatened. 

I have explained to you the difficulties of one indigenous in¬ 
dustry. Many other similar industries are yet in their infancy 
and need the fostering care and attention of the economic brains 
of the country. To the principle enunciated by the worthy Pre¬ 
sident of this Conference, viz., that all taxation should be for the 
good of the people of the country, I would only add that in the 
case of all infant indigenous industries any measures adopted for 
providing additional revenue to Government should be such as 
would lead to their protection and development, as is being done 
most vigorously by America'and other countries, and not to their 
extinction. 
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Rao Sahib Kesari Singh Puncholy, B.A., L,L,B, 

Guardian to the Minor Raja Sahib of N a god (C.l .) 

A casual reference to the prospectus of the Agra University 
for the year 1930 brought an insertion to notice wherein candi¬ 
dates for M.A. examination in Economics are required to study 
prospectuses of Indian Universities and Intermediate Boards in 
order to have knowledge of the scope and method of Economics and 
the teaching of Economics. 

This roused interest in finding out the prescribed courses in 
Economics of Universities in India and make comparisons. The 
M.A. course only was selected to keep the investigation within 
limits. The test whereby to judge the merits of the course pre¬ 
scribed by different Universities presented a difficulty in arriving at. 
Of course a careful reading of a certain number of books whether 
prescribed or recommended for reading is a necessity which is hard¬ 
ly ignored by any University. Therefore the books recommended 
or prescribed for reading did not lead to any sure test of the 
merits of the course prescribed or recommended. The point 
whether the students are encouraged to think for themselves ap¬ 
peared to stand on better footing. More so the point whether they 
are required to make investigations and inferences therefrom. It 
can be said that thinking and making investigations are two differ¬ 
ent stages in the one and indivisible process of understanding eco¬ 
nomic problems and making endeavours to find solutions thereof 
in which reading of books is only a spade work. Taking this then 
as the touchstone it can be said that the inclinations of Univer¬ 
sities are open to criticism to a certain extent. 


5t8 



514 


RAO SAHIB KESARI SINGH PUNCHOLY 


If an examination be made of the courses of Universities it 
would be convenient to take them in an alphabetical order with 
reference to the location of the Universities. Naturally Agra falls 
first. 


AGEA 

• The examination is held in eight papers by two compartments. 
The papers are as follows: — 

I. (a) Principles of Economics. 

(b) History of Economic thought including the history of 
socialism. 

II. (a) Economic development and present economic condition 
of India and England. 

(b) Industrial and commercial organisation. 

(c) Scope and method of Economics and the teaching of 

Economics. 

(d) Financial organisation. 

( e) The state and economic welfare. 

e 

( f) Labour problems and social welfare. 

(< g) Bura'l and Municipal Economics. 

( h ) Theory and practice of statistics. 

(i) Mathematical Economics. 

O') Co-operation. 

(k) Accountancy. 

(l) Transport. 

(m) Economic and Commercial Geography. 

Out of the eight papers one paper is reserved for essay writ¬ 
ing, the remaining seven papers are to be chosen in a certain way 
From the headings given above and for each paper a certain number 
of books have been recommended the names of which it does not 
appear expedient to reproduce here for fear of the article assum¬ 
ing unproportionately long dimension. 
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From a perusal of these headings it becomes obvious that most¬ 
ly the University requires much reading, less thinking and still 
less investigation. In Paper II (c) besides reading of a few ele¬ 
mentary text-books comparisons have been recommended to be 
made. It is also necessary to have knowledge of certain articles 
in Economic Journals and of the reports of the Allahabad Con¬ 
ference of Teachers of Economics. Prospectuses of Indian Uni¬ 
versities and Intermediate Boards are also required to be gone 
into. This no doubt means a small departure from the routine of 
mere reading. Herein one has to think and do something beyond 
mere reading. 

Paper II (j) deals with a subject of intense practical impor¬ 
tance but no books have been recommended. The prospectus for 
1930 to which reference has been made in order to write this article 
has an insertion that no books have been recommended yet. No 
criticism can be fair without a knowledge of what actually the 
University has afterwards been pleased to recommend but looking 
to the general trend of recommendations it can be said that if the 
University requires its candidates after they have read certain 
books on Co-operation to examine the actual workings of certain 
co-operative societies or a co-operative bank it would be excep¬ 
tional. 


ALIGARH 

This University like Agra sets eight papers. 

I, Advanced Economic Theory. 

II. do. do. do*. 

III. Currency and Banking. 

IV. Public Finance. 

V. Rural Economics. 

VI. do. do. 

VII. Recent Economic History. 

VIII. Essay. 
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Books have been recommended and candidates are required 
to go into certain subjects with special reference to India, The 
University has shown a keener interest in advanced economic 
theory and rural economics. Certain reports have been recom¬ 
mended for reading but it can be said with due respect to the 
authorities of the Aligarh University that in the course prescribed 
they have kept no room for the exercise of thinking faculties and 
much less for investigation of any kind. 

ALLAHABAD 

This University holds two examinations and altogether sets 
eight papers. It is also necessary to present and pass in one essay 
approved by the head of the economics department and prescribed 
during the year. The essay becomes the property of the Univer¬ 
sity. The subjects for the Previous Examination are as follows:— 

I. Economic development of England and India with 
special reference to the period after 1760. 

II. Industrial and commercial organization. 

III. Financial organization. 

IV. The state and economic welfare. 

As against this, eleven different subjects have been mentioned 
from which selection can be made for the final examination. Any 
three subjects together with advanced economic theory and essay 
constitute the subject-matter for this examination. The eleven 
subjects are as follows: — 

(1) Advanced economic theory. 

(2) History of economic thought including social and com¬ 

mercial theory. 

(3) Labour problem and social welfare. 

(4) Rural and Municipal Economics. 

(5) Theory and practice of statistics, 

(6) Accountancy. 

(7) Mathematical Economics, 
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(8) Teaching of Economics. 

(9) Transport. 

(10) Economic and commercial geography. 

(11) Special subject for detailed study such as co-operation, 

famine, trade-cycles, to be announced each year. 

Books are recommended tor each paper and in certain respects 
the Allahabad University proceeds on the same lines as Agra or 
vice vena. The remarks therefore which have been made for the 
Agra University can be deemed equally applicable to Allahabad 
with this difference that special stress is laid in Allahabad on the 
preparation of the essay. 

BENARES 

This University like its sister mentioned above holds two 
examinations in eight papers, one l>eing for an essay. The re¬ 
maining seven papers are as follows:— 

I. Principles of Economics. 

II. Money, Banking and Exchanges. 

III. Principles and Administration of Public Finance. 

IV. Rural Economics. 

V. History of Economic 1 , Doctrines with special reference 
to the contribution of one noted economist recom¬ 
mended for each year. 

VI. Modern Economic History of England and India. 

VII. Problems of Industrial Organisation. 

It would be seen that with the exception of Paper VII, ail 
other papers mostly require extensive perusal of the books recom¬ 
mended. Even in preparing for Paper VII, there is not much 
which will inculcate right methods of thinking in Economics. It 
is not too much to hold that the younger University Could have 
put in a different sort of life in the study of Economics. With 
due respect to the University authorities it may be said that mere 
reading of books will produce men who will know much but will 
accomplish very little* 
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BOMBAY 

This University stands on a very different footing. The 
gate-way of light from the west, the centre of an important indus¬ 
try and general trade it refuses to recognise the importance of the 
study of Economics to the same extent as other Universities in 
India do. It does not permit a separate examination to be held 
for the degree of Master of Arts in Economics. Why it is so one 
thay wonder. It only permits economics to occupy a very sub¬ 
ordinate position under the heading of “ History.” The exami¬ 
nation of History takes place in eight papers and candidates may 
at their option submit to a written examination of eight papers 
in any two of four groups given or they may offer a thesis on a 
subject dealt with in any of these groups in lieu of the whole of 
the written examination. Group (c) of these groups deals with : — 

(1) Economic History. 

(2) Advanced Economic Theory. 

(3) Indian Economics. 

(4) An essay on Economics. 

It may be said that there is some encouragement to original 
work and as far as this much is concerned the University has its own 
merits. But it is respectfully submitted that there is lack of re¬ 
cognition of the place which Economics deserves to be given in the 
list of subjects for M.A. examination. 

CALCUTTA 

'This University also shows a tendency to give a subordinate 
place to Economics. It sets eight- papers in Political Economy 
and Political Philosophy, four papers being common to both, which 
are: 

I & II. General Economics. 

III. General Principles of Political Philosophy. 

IV. Public Administration. 
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Then bifurcation takes place into two groups. Group I deals 
with Economics and Group II with Philosophy. In Group I, the 
first paper (which is Paper V) deals with General History of Eco¬ 
nomics and the second and the third (i.e., Papers VI and VTI) 
deal with five sub-groups which are as follows: — 

(i) The history, theory and present system of banking and 
currency. 

(it) History, theory and present organization of international 
trade. 

(Hi) The theory and practice of statistics including demo¬ 
graphy. 

(«>) Elements of statistics and the mathematical treatment 
of economic theory. 

The eighth paper is on an essay and the candidate is required 
to choose his topic from the subjects given which are as follows: — 

(i) Famines, (it) Co-operation, (Hi) Railway, (iv) Indus¬ 
trial organisation, (v) Currency problem, (vi) Land 
system, (vii) Forms of Government, (viii) Statistical 
studies, (iw) Village communities, (#) Labour prob¬ 
lems, (an) Foreign trade and exchanges, (xii) Tariff 
problems. 

The essay must treat the topic with special reference to Indian 
conditions. 

It will be seen that this University deems it essential that a 
candidate for degree in Economics should take as one of his papers 
general principles of Political Philosophy. There is no doubt 
that this University does not deal with Economics as summarily 
as Bombay but technically speaking it is now time that Economics 
is given the place it deserves. 

Applying the test given above it would be seen that this 
University requires its candidates to do little beyond mere 
reading. 

V, 18 
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DACCA 

The examination is held by two compartments and in eight 
papers. The preliminary examination is held in three papers 
only: (i) Principles of Economics (omitting theories of money, 
banking, international trade and foreign exchange), (ii) Modern 
Economic History of England and India, (in) Currency, banking 
and international trade. 

There are five papers for the final examination one of which is 
for an essay with special reference to problems of current eco¬ 
nomic and political interest. The remaining four papers are as 
follows: — 

(1) Economic Theory and History of Economics. 

(2) Political thought from Rousseau to the present day. 

(3) & (4) Either on (a) history, theory and present system 

of currency and banking, or on ( b) history, theory 
and present organisation of international trade. 

This young University appears to have caught the infection 
from its elder sister in Calcutta in including a paper on Political 
thought in the examinatioii in Economics. Moreover it does not 
give a sufficiently wide range for the students to choose from. It 
lays special stress on currency, banking and international trade. 
It follows the system of majority of Universities in India in show¬ 
ing lack of prescribing subjects which require thinking to be 
done by candidates. 


DELHI 

This University differs from some other Universities round 
about in one important respect. It sets only six papers (while 
others do eight) which are as follows: — 

I. On theory of production, value and distribution in¬ 
cluding history of Economic thought on the subject* 
. , . II* On theory of international trade 9 tariff history and 
tariff problem with special reference to India* * 
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III. On prices, currency, banking and exchange with 

special reference to India. 

IV. On Public Finance, with special reference to India. 

V. On Economic History. 

VI. Consists of (a) an essay, and (h) a paper on any one of 
the following: — 

( i ) India’s niral economy, (u) Indian industrial 
problems, (iii) Indian railway problems, 
(iv) Co-operation in India. 

It would be seen that part (b) of Paper VI requires some work 
to be done by a candidate. He is expected to gather materials 
from a number of books, then use discrimination and make ad¬ 
justments. This is no doubt a work which requires something 
to be dope beyond mere reading. 

HYDERABAD 

This University does not appear to hold any examination in 
Economics. 


LAHORE 

This University holds the examination in six papers only. It 
appears that its younger neighbour (the Delhi University) has 
taken it as a model and limited itself to six papers as distinguished 
from eight which are general in Northern Indian Universities. 
Of these six papers one is on Political Science and one is on an 
essay and thesis on a prescribed subject connected with Indian 
Economic conditions, special value in the thesis to be attached to 
the actual local investigation done by the candidate. The thesis 
is expected to be written during the candidate’s period of study 
and presented to the University with his application to appear at 
the examination. The size of the thesis excluding appendices is 
not expected to exceed 50 type-written pages (double space). 
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The following subjects are prescribed for thesis:— 

(1) The Economic effects of the Punjab canal colonies. 

(2) An enquiry into at least three of the following topics in 

any village selected by the candidate. For the 
method of treatment the candidate should refer to 
the questionnaire for Economic enquiries published 
by the Board of Economic Enquiry, Punjab (Rural 
Section) to the chapter of which the figures refer: — 
(iv) Holdings, (i>) Effects of tenancy, (vi) Land re¬ 
venue and taccavi, (vii) Indebtedness, (wit) Yields, 

(xiv) Rents, (xvi) Consumption. 

(3) An Economic survey into the conditions of the employ¬ 

ment of any important class of artisans in any city 
in the Punjab. 

The remaining four papers are as follows: — 

(1) General theory. 

(2) International Trade, Currency, Banking and Public 

Finance. 

(3) Indian Economics.' 

(4) Economic History. 

Paper (3) deserves special consideration. The prospectus be¬ 
side recommending a number of books and reports for consultation 
prescribes the syllabus which deserves reproduction here and which 
is as follows: — 

(1) The background of the industrial and economic history 

of India with special reference to the last 60 years. 

(2) Problems of Indian Economics. 

(1) The Agricultural situation. —Systems of land-ownership, 
tenantry problems, subdivision of farming land, joint ownership 
and intermixed holdings. New methods, machinery, farm ani¬ 
mals, manures, agricultural education. Indebtedness and market- :. 
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ing of produce. Irrigation: Well-canal-reservoir. Farmers’ 
associations. 

(2) The Industrial situation. —Present state of land and cottage 
industries, future of such industries. Machine industry, the 
foreign capitalist, the Indian capitalist, types of machine industry— 
the cotton, jute and leather industries. Wages and conditions of 
labour. Lines of development. Comparison with Japan and 
China. 

(3) The Currency and Banking situation —History of money 
in India especially since 1835. The silver problem—Herschell 
and Fowler Committees, the Chamberlain Report, War Currency, 
present situation. Comparison with Philippines, China and Japan. 

Banking. —Indigenous methods, the hoondi, the shroff and 
Mahajan—banking castes. European banking in India. Presi¬ 
dency banks, joint stock and exchange banks. The present situa¬ 
tion, the desirability of a Central State or federal system of banks, 
Agricultural and Co-operative banks. 

(4) The Trade , Railway and Tariff situation .—Historical re¬ 
sume—Growth of trade since 1870, classification and direction of 
trade. Railways: Historical resume—State-guaranteed and Com¬ 
pany lines; Railway policy; Railways and trade. Tariff: Histori¬ 
cal resume—Imperial preference, protection, relation of tariff to 
industries. 

(5) Co-operative problems. —Remedies for the decay of village 
unity and vigour. A brief study of social organisation in the 
older village. Forces of disintegration. Chief features of co¬ 
operation in India. Comparison with European experience. The 
future of the village, 

(6) Indian Finance. —Chief features of Revenue and expen¬ 
diture. Provincial finance, local taxation. Financial questions 
arising in connection with Famines. 

(7) Course of prices and wages in India; and causes of move¬ 
ments in them —It would be seen that this University has two , 
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specialities. The one is that while some other Universities desire 
candidates to read certain subjects with special reference to India, 
this University collects the consideration of Indian Economic 
problems in one paper. It is unique to give special treatment to 
questions having a bearing on India but. it has respectfully to be 
pointed out that perhaps too much has been required to be done 
within the scope of a single paper. Not only is the background of 
the Industrial and Economic History of India required to be known 
but pointed attention has been directed to the Agricultural, the 
Industrial, the Currency and Banking, the Trade Railway and 
Tariff situations, Co-operative problems, Finances and course of 
prices and wages. If a candidate is to deal with the subjects with 
the thoroughness which they deserve the paper would become so 
swelled that it can very well be called crowded. 

The other point is the thesis of which mention has been made 
above. As far as known Lahore is the only University that re¬ 
quires actual local investigations to be made by the candidate, with 
the thoroughness which they deserve. 

•LUCKNOW 

This University holds examination in two parts. In the first 
part there are three papers as follows: — 

(f) A comparative study of Economic theories and insti¬ 
tutions (Social and Rural). 

(ii) Principles of Sociology. 

This consists of two halves, the second half being “ Social 
Ethics.” 

(iii) Any one of the following subjects: — 

(a) Currency and Banking. 

(b) Public Economics. 

(c) International trade (including emigration). 
-(d) Statistics and Mathematical Economics. 
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(e) Labour and industrial betterment. 

(/) Social Economics. 

(g) Social anthropology. 

In part two there are three papers as shown below in groups, 
the subjects marked with an asterisk may be ottered as a subject for 
thesis. 

(a) (1) Population and Immigration in India. 

(2) The Industrial development of India. 

(3) Indian labour problems. 

(b) (1)* Indian consumption. 

(2) The Agricultural labour in India. 

(3) Famines. 

(<•) (1) Indian Agricultural Economics. 

(2) Indian land tenures and agrarian legislation. 

(3) * The co-operative movement in India. 

( d ) (1) Agricultural customs and usages in their ethic 

aspects. 

(2) * The system of socio-economic hierarchy in rural 

India. 

(3) Customary rights in village communities. 

(e) (1)* Indian trade and craft guilds. 

(2) Indian‘home and cottage industries. 

(3) Indigenous Indian banking. 

(/) (1) An Indian mill industry. 

(2) Indian mining. 

(3) * Factory management in India. 

(g) (1) Special problems of Indian industrialism. 

(2) Occupational disease and mortality. 
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(3)* The sociology of a typical Indian mill town or rail¬ 
way city. 

(h) (1) Indian joint stock enterprise. 

(2) Industrial capital and finance in India. 

•(3)*Lines of Indian industrial advance. 

(() (1) Indian Railway Economics. 

(2) Water transport and irrigation. 

(3) * The organization of rural trade and transport in 

India. 

(j) (1)* Indian finance and taxation. 

(2) Indian public loans. 

(3) Indian currency and banking. 

(k) (1) India’s foreign trade in the last two decades. 

(2) India’s fiscal problems and policies. 

(3) * Indian inland trade. 

It is open to a candidate to otter a thesis in lieu of a paper. 

This University shows 'inclination towards sociology in the 
same way as Lahore and Calcutta Universities show towards Poli¬ 
tical Science and Thought. Moreover it is unique in offering groups 
for the second paper and giving its candidates option to present a 
thesis in place of a paper. In these groups the University makes 
an, effort to inculcate a tendency towards investigation and requires 
its candidates to familiarise themselves thoroughly with some topics 
of Economic importance in India. 

MADRAS 

This University divides the subject of Economics into three 
parts: — 

(*) Economics, General I. 

<wj do. do. II. 

%■ 

(Hi) do. Special. 
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Economics, General I, includes the scope and method of Eco¬ 
nomics, the theory of value, production, distribution and consump- 
tion. 

Economics, General II, includes banking and currency, inter¬ 
national trade, public finance, business and labour organization 
and other questions of applied economics. 

Economics, special, gives an option of any two subjects out of 
the following subjects: — 

(1) Recent Economic History. 

(2) Banking and Currency. 

(3) Labour problems. 

(4) Indian land tenures. 

(5) Rural Economics. 

(6) Public finance. 

(7) International trade. 

Books have been recommended for each of these subjects and 
it is not clear from the literature supplied by the University to 
me whether an essay is required by the University to be prepared 
and whether the examination is held in compartments. In any 
case it is quite clear that there is not much scope in the course 
prescribed for the exercise of thinking faculties and for making 
investigations. 


MYSORE 

This University treats History, Economics and Political Sci¬ 
ence under one heading and prescribes course for study as follows: — 

I. General—Three to be selected from the following:— 

(а) History of India to 1600 or History of Europe, Mediaeval. 

(б) History of India from 1600, or History of Europe, 

Modem. 

(o) Political Science. 

F. 19 
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(d) Economics. 

(e) Statistics. s 

( f ) Recent Economic History (after 1800) of England and 

Europe. 

(g) Recent Economic History (U.S.A., Japan and India). 

(h) Indian Epigraphy. 

Note. —This paper shall be compulsory for those who offer 
History of India up to 1500 A.D. 

(i) Mathematical analysis comprising course in advanced 

Calculus and differential Equations. 

II. Special—Four to be selected from the following: — 

(а) Indian History ... A prescribed subject or period. 

(б) Indian History ... do do 

(c) European H i s- 

tory (medieval) do do 

(< d) European History 

(modern) ... do do 

(e) Political Science ... A prescribed subject. 


(/) do do 

... 

do 

do 

(g) Economics 

... 

do 

do 

(A) do 

... 

do 

do 

(*) do 

• • • 

do 

do 

O') do 


do 

do 


(k) Numismatics. 

( l ) Ethnology. 

(m) History of China and Japan. 

(n) European Colonial History and Administration. 

(©) Local Government and Finance. 

( V) History of Kannada Language and Literature, or of 
• any other Selected language. 

(q) Mathematical Economics. 

(r) An intensive statistical enquiry. 



WHITHERWARD HO ? 


529 


III. Each candidate shall also be required to write an essay 
on a subject to be selected from a group of alternatives. Special 
subject for the M.A. degree examinations of 1929, 1930 and 1931 
in History, Economics and Political Science. 

(i) History— 

(a) Indian History. 

(b) European History. 

(ii) Economics— 

(1) International trade with special reference to India. 

(2) Public Finance ,, ,, ,, ,, 

(3) Rural Economics ,, ,, ,, ,, 

(4) The Co-operative Movement ,, ,, ,, 

(Hi) Political Science. 

It would be seen that Economics has been given a due place 
but very little can be said as to what work the candidates are re¬ 
quired to do beyond mere reading. 

NAGPUR 

This University holds the examination in nine papers by 
two compartments. The Previous Examination is held in four 
papers as follows: — 

(1) Scope and method of Economics. Consumption, pro¬ 

duction and exchange (excluding mechanism of ex¬ 
change, i.e., money, etc.). 

(2) Distribution, History of Economic doctrines. 

(3) Money, banking, international trade, foreign exchange. 

(4) Economic History of India and England from 1760, 

Economic History of Germany from I87J, 
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For the Final Examination a candidate must take (1), (5), (6), 
and any two of Papers (2), (3), and (4). The subjects of the papers 
are as follows:— 

(1) Rural Economics of India, with special reference to 

Central Provinces and Berar., 

1 

(2) (a) Industrial organization, (b) Monopoly and trust 

problems. 

, (3) (a) Railway Economics and Transportation, ( b) Public 

finance. 

(4) (a) Population, (b) Labour problems and Trade Union. 

(c) Urban co-operation and profit-sharing. 

(5) Essay on a detailed account of a practical Economic in¬ 

vestigation undertaken by a student. 

(6) Viva voce examination. 

It is clear that this University lays great stress in having 
more explanation papers than other Universities but it is to be 
noticed that viva voce examination also forms the subject-matter 
of a paper. Special attention is invited to the option given as an 
alternative for an essay and it is a detailed account of a practical 
investigation undertaken by a student. 


PATNA 

This University holds the examination in eight papers of 4 
hours each. The papers are distributed as follows:— 

I. General Economics, three papers: 

(1) A paper on advanced economic theory, including the 

theory of international trade. 

(2) A paper on modem industrial and business organization 

including banking and the methods of settling inter¬ 
national indebtedness and upon the theory and func¬ 
tions of money. 
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Note .—In connection with Papers I and II candidates are ex¬ 
pected to show a knowledge of the history of the more 
important economic theories. 

(3) A paper on one of the following subjects: — 

(a) Economic History. 

(b) The Principles of Taxation and Public Finance. 

(c) The organization of international trade and a com¬ 

parative study of tariff policy. 

(d) The theory and practice of statistics. 

II. Political Science, two papers: 

(1) A paper on the history of political ideas studied with 

reference to selected original authorities. 

(2) A paper on the history and present organization of 

Government in Great Britain and British India. 

III. Selected Economic Problems, two papers. 

One paper on each of any two of the following subjects studied 
with reference to Indian conditions and first-hand materials: — 

(a) Indian Economic History from 1757 A.D. 

( b) Public Finance. 

(c) Economic aspects of Indian agriculture, with special 

reference to Bihar. 

(d) Transportation. 

(e) Co-operation. 

(/) Indian banking and currency. 

Note *—A knowledge of the economic functions of the state 
relative to the particular problems studied will be 
squired of candidates. 

IV. Essay, one paper. 

Note .—All candidates for the M.A. degree will be expected 
to possess a knowledge of the Economic history ot 
England and India fcuch as is required of B, A, 
Honours candidates. 
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This University puts aside two papers for Political Science 
but at the same time requires study of economic problems also. 
It requires the economic aspects of Indian agriculture to be studied 
with special reference to Bihar which is to its credit. 

Note .—The Waltair University does not hold an examination 
in M.A. and the Annamalai University could not 
furnish me with necessary literature in time. 

It would be seen that the subject of Economics meets with 
different degrees of appreciation in different Universities of India. 
Some give it a place in the subjects for M.A. examination while 
others combine it with other subjects. Some hold the exa¬ 
mination in six papers, others do it in eight while one University 
sets nine papers. Some allow essay to form one of the subjects 
for a paper while there is one University which requires the essay 
to be a thing entirely separate from the eight papers in which the 
examination is held. Mostly the papers are of 3 hours’ duration 
while there is one University which requires the paper to be of 
4 hours each. Some require thesis to be written but the majority 
do not appear to care for any work of practical investigation to 
lie done by the candidates. On the whole though it is understood 
that all Universities need not work on the same and uniform lines, 
it is clear that very little scope is given for the exercise of the 
thinking faculties and practical work. Really so much reading 
work is required to be done by the majority of Universities that it 
is hopeless to expect that thinking and investigating habits would 
be encouraged. 

It would not be out of place here to mention that there used 
to l)e at one time a feeling in the student community that it was 
comparatively easy to pass the examination in Economics and so 
most of them took up that subject not because they thought it to 
be useful but because they thought that success in examination 
was easier. It is permissible to think that perhaps some Univer¬ 
sities have lengthened, their courses to counteract such a tendency, 
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If this is correct, perhaps the right step has not been taken. The 
real question is, are the Indian Universities training youngmen in 
Economics on right lines? Are the Universities prescribing 
courses which would prepare Economists who would be valuable as 
such after the examination is passed? Or in other words, would 
such Economists count in practical work in the after-life? 

Economists are not meant for theorising only. They have to 
make observations, draw inferences and frame generalizations. 
With what object? To understand the present in the light of the 
past so as to suggest a course of economic uplift for the future. 
There may be a few noted exceptions here and there but is the gene¬ 
ral run of students competent to help the progress of Economic 
Science or undertake the solution of Economic problems? Perhaps 
not. Why? Because they have been taught the principles but 
not their applications. 

Doctors read books and work in hospitals. Engineers read 
books ar\(\ do a good deal of practical work before they gel the 
degree. But the economists in India only read the books and 
get the degree and with what result? They fail in after-life to 
examine the situations and surroundings, to study geographical 
peculiarities and to obtain knowledge of the people, their habits 
and prejudices, their trades and industry, their financial capa¬ 
bilities and their relation with the outside world. If the Indian 
economists are to play their game well and if they are to make 
efforts to make their land a better place for themselves and their 
brothers to live in they should have thorough training in the 
art of interpreting economic phenomena and of the application 
of economic laws to the economic problems. Economics is a sub¬ 
ject of intense practical importance and the acquisition of mere 
superficial knowledge by book reading can hardly be satisfactory. 
The knowledge gained by reading books is by no means to be neg¬ 
lected. But it is the application of the knowledge gained to 
the stem realities of life which tells and it is here that the train- 
ing given by the majority of the Universities to students of Eco- 
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nnmics fails. The gap is very big but if it is desired that a day 
should come when Indian economists should be able to grapple with 
economic problems of this country so as to deal with them scienti¬ 
fically and lead to results, they should be thoroughly equipped for 
their work. 

The position of economists in India at present cannot be any 
but poor. The causes for such a state of affairs appear to be im¬ 
bedded in the sort of education that is prevalent. The students 
read and read, hardly ever think or make observation or are 
hardly ever asked to think or observe. What a poor equipment 
for the huge task before them? 

It is therefore submitted that it is now high time to thrash 
out the whole question of education in Economics. Beading no 
doubt is the basis of all knowledge but the students’ mental pro¬ 
portion should not stop there. Beading should lead to thinking 
and that should lead to actual investigation of economic facts. 
Without such a training economists worth the 'name would be 
counted on fingers only. 



CONFERENCE PROCEEDINGS 
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ADDRESS OF WELCOME 


BY 

A C. Woolner, Esqr., C.I.E., F.A.S.B., M.A., 

The Chairman of the Reception Committee 

Vice-Chancellor , Punjab University. 

Mr. A. C. Woolner, welcoming the Delegates, said that he 
did not propose to make a long speech. One reason for this was 
Ihe presence of IIis Excellency, the Patron. Everybody present 
was very glad that His Excellency had been able and had been 
willing to atteud this Conference after the dreadful affair that 
had taken place in that Hall only a few days ago. His Excellen¬ 
cy was much better qualified to speak on Economics, both by 
reason of his own special interest in the subject, and because of his 
experience as an administrator. Perhaps a linguist might be 
permitted to recall the fact that Economics meant originally the 
management of a household and was then extended to the ad¬ 
ministration of the State. It might fairly be claimed, indeed, 
that some of the administrators in the Punjab had made valuable 
contributions to Economics; he was alluding to the work of Mr. 
Calvert and Mr. Malcolm Darling. 

The second reason given for brevity was the speaker’s own 
ignorance of the subject. He feared that he might approach 
their problems from the wrong angle. Eor instance, with regard 
to such a question as the ratio of gold to silver, he would be apt 
to look at it from the point of view of an Archaeologist. It was 
indeed a continual matter of surprise to him that these two not 
very useful metals continued to be held in such high estimation. 
To an archaeologist it appeared to be the long survival of an an¬ 
cient superstition. In ancient times, of course, the matter was 
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quite simple. Gold was valuable as being a life-giving metal and 
this quality it owed to the fact that it was obviously the solidi¬ 
fied juice of the Sun, silver being similarly the solid juice of the 
Moon. Consequently the relative value of the two metals depend¬ 
ed upon the relative dignity of the Sun and the Moon. This per¬ 
haps was the reason why the use of silver was so universal in hot 
countries where people preferred the rays of the Moon and gold 
standards were evolved in colder countries where preference was 
given to the Sun. 

The Vice-Chancellor apologised for his ignorance as there 
was now much better provision for the teaching of Economics at 
Lahore than there used to be. He referred to the work of Pro¬ 
fessor Myles regretting that he had been compelled to resign on 
account of illness and also to the establishment of the Hailey 
College of Commerce, since the conference last met at Lahore. 

The third reason given for not addressing the meeting at 
length was the consciousness of a certain scepticism with regard 
to the pronouncement of Economists, They appeared to resemble 
in some ways the seismologists who can always tell one when there 
has been a great earthquake, or even a little one, aud can explain 
the causes of this phenomenon but cannot be depended upon to 
tell us when and where earthquakes will occur. Similarly it seem¬ 
ed to him that Economists, in spite of all their explanations, of 
what had happened, were very mediocre' as prophets. The speak¬ 
er justified this scepticism by a story about German Marks and 
how the University was advised to invest He. 1,000 in these and 
ultimately obtained for it a credit of exactly one half penny. He 
bed, however, no hesitation in extending a warm welcome to the 
Delegates including the new President, Dr. Framathanath 
Banerjea, M.A., D.Sc., the Minto Professor of Economics at the 
University of Calcutta and the author of many works on Economics. 
He then requested His Excellency the Patron to inaugurate the 
Conference and to call upon the President for his address. 



INAUGURAL ADDRESS 


BY 

H. E. Sir Geoffrey Fetziierney de Montmorency, 
K.C.I.E., K.C.V.O., C.B.E., I.C.S., M.A., 

Governor of the Punjab and Chancellor , Punjab University . 

Mr. President and Gentlemen, 

May I, on behalf of the Punjab, ofier a warm welcome to the 
Economic Conference, 1 hope I shall not be accused of provincial 
prejudice and predilection if I say that the Conference could not 
have made a wiser choice, when it selected Lahore as the venue 
of its fourteenth annual Conference. For, 1 think, Lahore justly 
prides itself on having an economic atmosphere. 

In the Punjab University, History and Economics have long 
been a favourite combination of subjects—and, if 1 may say so, a 
very sensible combination—to study for a degree. This has led 
to widespread teaching and concentrated study of economics in 
our colleges. The University itself has now for many years past 
maintained its own Professor of Economics, and, under his aus¬ 
pices, a school for more advanced economics, including the M.A. 
degree course in the subject, has also been mobilised. 

The Government of the Punjab and its officers have for many 
years past shown an unusual interest in economics—both in theory 
and practice: and when I say unusual, I do not imply that it is 
unusual for administrations to interest themselves in economies— 
for the subject is clearly and increasingly one of first importance 
to them—but my meaning is that, I believe, more active and 
practical interest has . been taken in the study of economics here 
in recent times with the assistance of Government than in other 
Provinces or, indeed, in the Central Government. We have, as 
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a Government, tried to stimulate research and enquiry into the 
domestic, economic problems of the Province by the recognition of 
the Standing Board of Economic Enquiry, which was established 
in 1919. This Board is financed by Government, and undertakes 
investigations, directed on technical lines by a committee of 
experts, into a number of Punjab rural and urban problems; the 
outcome of its numerous enquiries has resulted in the collection 
of material which is of the very greatest help in administration, 
and which, though I speak as a non-technical amateur, I believe 
to be of considerable scientific value also. This province has also 
been not only the pioneer, but also the imperial general staff 
in the great co-operative credit movement and its allied activities 
in India—work which must be of first importance to students of 
economics. Many of our Government officials, e.g., Mr. Calvert, 
Mr. Strickland and Mr. Darling, have published well-known books 
dealing with the problem of rural indebtedness and its cure and 
kindred questions, which have deservedly become classics on the 
subject. To the long list of these works have recently been added 
two more volumes, which, apart from their interest on the eco¬ 
nomic side, have a very high degree of literary distinction and 
charm. I allude to Mr. Trevaskis’ “ Land of the Five Rivers ” 
published in 1928, and Mr. Darling’s “ Rusticus Loquitur ” 
published in 1930. Nothing like the latter has been attempted 
since Arthur Young’s travels—a familiar text-book in the days of 
my youth to the students of political economy and the pre- 
Napoleonic period of modern history: and with all due reverence 
to the shades of Arthur Young, I have no hesitation in saying that 
I have found Mr. Darling much more instructive and arresting. 
To students of economics, the history of the development of the 
waste lands of the Punjab by irrigation and colonisation must, 
1 ft cl, also offer a field which repays study. The situation before 
development was one of special interest. For the most part, 
Government possessed not only sovereignty, but also, which is not 
so common, .complete ownership over these vast tracts of desert 
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land. Potentially, the vacant land was wealth; but actually, at 
the time, it was valueless: it was destitute of population and of 
that material equipment needed for production, which only capital 
could bring to it. In order to support a human community with 
profit to the latter and to give also its return to the Stale as a 
national asset, much effort had to be expended on it. The 
initiative and responsibility of deciding the direction and ways 
in which this effort and all the different kinds of necessary econo¬ 
mic activity should be guided, rested entirely with the Government. 
Sufficient time has now perhaps passed to form an opinion as to 
how far that responsibility was wisely discharged, as judged by 
economic tests. No less interesting is the sister problem of the 
economic reaction of this development on other parts of the Punjab. 
Allied to this come a host of other interesting problems, as, for 
example, the further development of Hind on the same lines. 
Will this, as some forecast, be of definite prejudice to Indian 
wheat-grow r ers by depressing the price owing to excess produc¬ 
tion, or will it, in fact, actually help firmly to establish India as 
a permanent wheat export market by making it once for all a 
constant surplus wdieat-produoing country, instead of, as now, a 
country w’hich sometimes has and sometimes has not a surplus to 
export, and is, therefore, an uncertain quantity from the wheat- 
buyers’ point of view'? Lastly, few* things have interested me 
more than what I may call the growing economic consciousness 
of the Punjab landowners and peasants. Many entirely uneducat¬ 
ed landowmers, in the present slump of prices of agrieultural 
produce, have spoken to me of overproduction in other countries 
in the world, or of the failure to import manufactured goods 
possibly reacting on the export of wheat and oilseeds. They may 
not always assign causes or produce a panacea exactly to fit the 
circumstances of the case; but, if they fail, here, with all due 
deference to the experts, may I say they err in good company. 
For it would be a brave man at the present time, who would assert 
that he could correctly martial, in their due order of importance^ 
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all the causes which have led to our existing perplexities, or 
prescribe an infallible cure; but it is, at any rate, a matter of no 
small interest that our unlettered peasantry are revolving these 
problems in their minds, and that the lips of those who are, econo¬ 
mically speaking, babes and sucklings, are beginning to lisp in 
terms of economic truths or half truths. I hope I have said 
enough to make clear that I believe I am on sound ground in 
claiming an economic atmosphere for the milieu in which 
your deliberations will take place, and I trust that their issue 
will provide both profit for yourselves and for a wider public 
also. 

1 do not propose to adventure my amateur steps into those 
regions whore the great names among economists apparently so 
fearlessly tread. I shall not attempt to hazard my views hs to 
whether we are approaching a stage where the output of* primary 
producers must and will be restricted almost as much as those of 
manufacturers, and whether this situation in turn will cause 
reactions on the latter, because the former will have no purchas¬ 
ing power left to buy manufactured goods—a vicious circle indeed, 
apparently only soluble by the method which the Kilkenny cats 
adopted to terminate their dilemma; but bearing in mind the pre¬ 
dominance of our agricultural interests in the Punjab and the 
smallness of our land holdings, I can safely venture agreement 
with some observations recently made by the Indian Trade 
Commissioner in London in his last report, that restriction of 
production is hardly for us a feasible measure, and we must 
continue to watch for the silver lining of the cloud and to rely on 
efforts to secure a heavy yield during favourable seasons, when, 
let us hope, if they do come, the average production in other 
countries will be poor or below average. All this makes one sigh 
for the old simple life when there was less civilisation and mankind 
was less dependent on the interlaced and systematic usp of this 
material resources of the world. Then, if in one jungle the bilber¬ 
ry gave out, it was an easy matter to move on to another, where 
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the blackberries and the nuts gave promise of abdominal disten¬ 
tion. 

Meanwhile, the low range of prices for agricultural produce— 
particularly wheat—must continue to be a source of perplexity 
and anxiety to me and my administration; and T am ready to go 
to any quarter for true guidance as regards means to help. I 
often wish I was circumstanced like Pharaoh, who had, as you 
have read, the faculty of dreaming dreams admitting of economic 
interpretations, and had at his elbow a faithful Joseph, surely 
the first and certainly one of the most reliable ot our economic 
experts, to place the right interpretation upon them. For, at the 
moment, as in Egypt in those days, there is corn—'abundant corn 
—in the Punjab; but there is none to buy; and if I had the pre¬ 
science to know that seven lean years were coining in the immediate 
future, my economic duty would be plain and both pleasant and 
profitable to pursue for all concerned. As it is, I must wait for 
the day—perhaps never to come in my day—when the solutions 
of the problems which perplex us to-day, may by the greater per¬ 
fection of the application of economic study become the common¬ 
places of to-morrow. It is in this hope that I welcome your 
delegates to-day, fully ready to gather such crumbs of enlighten¬ 
ment as may fall from your well-stocked economic table. 


F. 21 



PRESIDENTIAL ADDRESS 

BY 

Dr. Pramathanath Banerjea, M.A. (Cal); 

D.Sc., Econ. (Lond.), 

Minto Professor of Economics, Calcutta University. 

THE FUTURE OF INDIAN FINANCE 
Lames and (Ikntt.emen, 

1 thank you for the honour you have done me by electing 
me President of the Fourteenth Session of the Iudiau Economic 
Conference. It would perhaps have been better if you had chosen 
a worthier person than myself to fill this chair; but’ as your choice 
has fallen on me, I must abide by your decision. 

A sound financial system is the true basis of a sound sys¬ 
tem of administration. It is also universally recognised that pro¬ 
per attention to the principles of public finance conduces to the 
happiness and prosperity of a people. 1 have, therefore, chosen 
the Future of Indian Finance as the subject of my address at this 
Conference. This subject is one of special' importance at the 
present moment in view of the-momentous changes which are 
likely to take place in the Indian constitution in the immediate 
future. 

The system of public finance was extremely ill-balanced— 
Iwth ou the expenditure and the revenue side—in the days of 
the East India Company. Military expenditure dominated the 
financial policy of the Company throughout the period of its 
rule. If we compare the military and marine charges of the 
country in-the last normal year of the Company's rule with 
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those in the year of acquisition of the Diirarti , we find that the 
increase was more than eight-fold. These charges amounted to 
no less than forty per cent of the total net revenue of the country 
in 1856-57. The expenses of the army were so large because they 
were incurred for the purpose not so much of defence as of 
aggression. As a matter of fact, all the wars of the Company, 
by which territories were acquired in India as well as in some 
of the neighbouring countries, were financed out of Indian 
revenues. 

The expenses of civil administration also grew by leaps and 
bounds with the lapse of years. This was due, in the main, to the 
substitution of the European for the Indian element in the public 
services. During the first few years of the Company’s rule, the 
work of administration was conducted chiefiy by means of Indian 
agency. Gradually, however, Indian officers were replaced by 
Europeans. The policy of Europeanisation was carried out with 
the utmost vigour until, in the second decade of the nineteenth 
century, none hut the lowest offices were held by Indians. The 
cost of giving effect to this polirv was, however, enormous, and 
the employment of Indians was urged by experienced adminis¬ 
trators on financial grounds. When T*ord William Bentinck was 
faced with the problem of uniting “ economy and despatch with 
efficiency and integrity,” the solution w r as found in a somewhat 
larger employment of Indians. The Charter Act of 1833 provided 
that no Indian was, by reason only of his religion, place of birth, 
descent, colour, or any of them, to be disabled from holding any 
place, office, or employment under the Company. But, although 
a larger proportion of Indians was admitted to the subordinate 
services, the provision of the Act remained a dead letter so far as 
the higher offices were concerned. 

Another large item of expenditure in these days consisted of 
the Home Charges. In the earlier years of the Company’s rule, 
a considerable portion of India’s wealth was every year transferred 
to England by way of investment. Such investments ceased in 
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1814; but, meanwhile, other expenses had come into existence. 
The Home Charges were comparatively small in the beginning, 
but with the progressive Europeanisation of all the public services 
in India, the gradual increase in the number of European troops 
sent to this country, and the frequent additions to the debt held 
in England, these charges tended continually to grow. In the 
last year of the Company’s rule, the Home Charges were over 6 
millions sterling. The harmful consequences to India of this 
annual transfer of her resources did not fail to attract the attention 
of eminent British administrators. Sir Charles Trevelyan wrote: 
“ £5,000,000 sterling a year is subtracted from the wealth of 
India and added to the wealth of England, which is the mosi 
serious injury which India suffers from its connexion with 
England.” In view of this injury, some eminent Englishmen 
suggested that a portion of the burden of Home Charges should be 
borne by Britain. But nothing of the sort was done. Sir George 
Wingate observed in 1859 with a feeling of regret that Britain’s 
fair share, represented by the degree in which Britisli interests 
had decided Indian policy, had not been paid, and urged a more 
equitable adjustment in future of India’s financial relations with 
England. 

On the other hand, the expenditure incurred by the Company 
for important purposes like education and sanitation was exceed¬ 
ingly small. During the first half of its period of rule, the Com¬ 
pany was too much preoccupied with other things to be able to 
devote any attention to the question of instruction of the people. 
In 1793, when the renewal of the Company’s Charter was under 
consideration, Wilber force proposed to add two clauses to the 
Bill to provide for the education of Indians. But the Court of 
Proprietors opposed such addition on the ground that, if educa¬ 
tion was imparted to the people, India would be lost. The clauses 
were, therefore, withdrawn. It was not till 1813 that Parliament 
directed that a small sum should be set apart, out of the revenues 
of India, for the promotion of learning. By gradual steps some 
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provision, though very inadequate, was made for the higher edu¬ 
cation of a limited number of persons. But little was done to 
provide primary education to the bulk of the people. Towards the 
close of the CompanyV rule, the total educational expenditure of 
the Government fell considerably short oi 1 per cent of the net 
revenue of the country. Sanitation and medical relief received 
very little attention at the hands of the Company, the total amount 
spent in 1857-58 being only 21 lakhs of rupees. 

On the revenue side, we find that land revenue was the 
mainstay of Government finance. Towards the close of the 
Company's administration, nearly two-thirds of the State income 
in India was obtained from the land. The assessments were, in 
general, excessive, and the revenue demand pressed very heavily 
upon the people. Next to land revenue, the most important 
source of income of the Government during the greater part of 
the Company’s rule was the salt tax. Levied as it was on one of 
the first necessaries of life, it was felt as a cruel and oppressive 
burden by the poor. Another source of State income was the 
opium monopoly which, originally adopted as a resource for 
persons in office, ultimately occupied the second place in the 
revenue system of the country. Abkari, or the excise on alcoholic 
liquors and intoxicating drugs, was another tainted resource of 
the Company. Besides the main heads of revenue, various imposts 
of a comparatively unimportant character were levied in different 
parts of* the country. These taxes were of a vexatious and 
oppressive nature, and many of them were ultimately abolished. 
Though this was a move in the right direction, it cam hardly be 
denied that the tax-system of the East India Company was 
extremely partial in incidence. While the poor cultivator and 
the struggling artisan were burdened with heavy taxes, the rich 
foreign merchant and the well-to-do Indian moneylender contri¬ 
buted little to the resources of the State. 

This lack of balance in the financial system continued under 
the direct administration of the Crown. Military expenditure 
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increased largely during the Mutiny. Though attempts were 
subsequently made on several occasions to reduce this expenditure, 
the general tendency was in the upward direction, until in 1920-21, 
the last year of the old regime, the net military charges stood at 
Rs. 75*77 crores. This however, was an abnormal year, as there 
were hostilities with Afghanistan and operations on the frontier. 
It should also be noted that a large part of the increased expendi¬ 
ture was the direct outcome of the European War of 1914-18, being 
attributable to various causes, such as a general rise in prices, 
the enhanced rates of pay granted to all ranks, improvements in 
the standard of comfort of the troops, additions to and improve¬ 
ments in equipment, and a large increase in non-effective charges. 

During this period of a little over half a century, the police 
charges grew 7 at a rapid pace, and in 1920-21 they amounted to 
nearly Rs. 12 crores. The increase would probably have been 
justified if, as the result of it, the police had become better equip¬ 
ped to render service to the community. But this w r as not the case, 
the reason being that the police force was maintained not so much 
for affording security to the people as for lending support to 
British rule in India. The expenses of general administration 
showed a gradual rise during this period, while the Home Charges 
rose to an enormous amount. The growth of State expenditure on 
education, on the other hand, w as slow and wholly incommensurate 
with the needs of the situation. Year after year, decade after 
decade, Indian publicists urged that the question of popular edu¬ 
cation should be taken up in right earnest, but little heed was paid 
to their appeals. When, in 1911, (1. K. Gokhale brought forward 
his Primary Education Bill, it was opposed by the Government on 
the ground of paucity of funds. In 1920-21, the total State 
expenditure in India on education was 7 21 crores. The subject 
of sanitation received very niggardly treatment, the total expen¬ 
diture under this head in a country where the average death-rate 
was nearly 31 per thousand, and in some places as high as 60 
per thousand, was Only a little over a crore of rupees. The net 
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expenses incurred for giving medical relief to 247 millions of 
persons amounted to only 2\ ( tores of rupees. 

Agriculture gives employment to nearly three-fourths of the 
entire population of the country, and its improvement ought to be 
one of the primary duties of the State in India, while co-opera¬ 
tive credit is the chief means of rescuing the agriculturist* from 
the clutches of the rapacious moneylender. Hut. the total amount 
which the Government was able to spare for these two objects was 
considerably less than a crore and a half rupees. Although indus¬ 
trial development was one ot the principal needs of the country, 
practically nothing was spent on the subject. The only item of 
social service expenditure was the provision of a crore and a half 
rupees lor famine relief and insurance. No moneys were provided 
for affording relief to the poor or aged persons or for mitigating 
the disiross of the unemployed Hut what would strike ail 
impartial observer as strange was that a Government, which was 
unable to meet Hs essential obligations, did not hesitate to take 
in hand a costly scheme like the building of New Delhi—a scheme 
uhieh nobody in India had wanted and which was not intended to 
benefit any section of the community. This failure of the Govern¬ 
ment to grapple properly with the financial problem can be traced 
only to their lack of touch with the sentiments and dwires of the 
people and a callous disregard of their vital interests. 

Coming to the revenue aspect of the financial system we find 
that, for a long time, little advance was made towards an equit¬ 
able system of taxation. The bulk of the burden of taxation fell 
upon the poorer classes, while the richer people contributed much 
less than their proper share to the expenses of public administra¬ 
tion. The stress of the European War, however, made a great 
change in the situation. The development of taxes on income and 
the imposition of heavy import duties on luxuries helped in some 
measure to make the balance more even as between the different 
classes of the community. 

Seine feeble attempts have been made since the introduction 
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of the Montagu-Chelmsford Reforms to remove a few of the more 
glaring* defects of the financial system. The Reforms were 
accompanied by a separation of provincial from central finance. 
At the centre military expenditure has now* been reduced to Rs. 
551 crores a year. Full effect has not, however, been yet given to 
the recommendations of the Retrenchment Committee of 1932-33. 
But, on the other hand, the General Administration charges have 
. grown enormously both at the centre and in the provinces, the 
total amounting in 1928-29 to 13*37 crores. A portion of thiB 
increase may be accounted for by the additional expense neces¬ 
sitated by the expansion of the legislatures and the appointment 
of ministers and their staffs. But a very large part of the in¬ 
crease has been due to enhancements in the salaries of the members 
of the higher services granted on the recommendation of the l>ee 
Commission. The charges of collection which include a part of 
the expenses of civil administration have also considerably increas¬ 
ed. Further, the effect of the decisions taken ou the Lee Com¬ 
mission Report has been felt in an augmentation of the Home 
Charges. There has been a huge capital outlay on New Delhi. 
The deficits in the central budgets have added considerably to the 
unproductive debt of the country, while the blundering currency 
policy of the Government has caused enormous losses to the Indian 
Exchequer and led to a depletion of the reserves. 

In the provinces the picture seems at first sight to be less 
gloomy. Taking into account the figures for the year 1928-29, the 
last year for which complete statistics are available, we find that 
the total provincial expenditure on Education has amounted to 
nearly Rs. 12 crores, while the Medical and Public Health charges 
have amounted to about Rs. 3J crores and Rs. 1£ crores respec¬ 
tively. Slight increases have also occurred in the expenditure 
shown under the heads * Agriculture 9 and ‘ Industries/ But these 
improvements have fallen far short of the requirements of the 
country. It should also be noted that progress in the nation-build* 
ing departments has not been at a uniform pace in all the 
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provinces, and that in some of the provinces there has been practi¬ 
cally no progress at all. For instance, we find that the expenditure 
on education increased between the years 1920-21 and 1928-29 by 
the following amounts; Madras, Rs. 128 lakhs; Punjab, Rs. 87 
lakhs; Burma, Rs. 79 lakhs; United Provinces, Rs. 78 lakhs; 
Bombay, Rs. 56 lakhs; Bengal, Rs. 35 lakhs; Bihar and Orissa, 
Rs. 33 lakhs; Central Provinces and Berar, Rs. 15 lakhs; Assam, 
Rs. 11 lakhs. The total expenditure in the transferred depart¬ 
ments charged to the revenue account in each of the Governors* 
Provinces in the same year was as follows ; Madras, Rs. 6*51 crores 
Punjab, Rs. 574 crores; Burma, Rs. 5*52 crores; Bombay, 
Rs. 5*30 crores; United Provinces, Rs. 3-87 crores; Bengal, 
Rs. 3*80 crores; Bihar and Orissa, Rs. 2 31 crores; Assam, Rs. 85 
lakhs; Central Provinces, Rs. 40 lakhs. 

These differences have been due to the fact that the distribu¬ 
tion of resources which accompanied the introduction of the 
Montagu-Chelmsford Reforms was unequal and inequitable. The 
great mistake committed by the authors of the financial settlement 
was that, in the matter of allocation of funds, they did not proceed 
upon any definite basis. They said that they had in view the 
actual expenditures of the different provinces. This was not a 
safe or just criterion; but even this criterion was considered in a 
shape which was open to serious objection. Normal scales of 
expenditure were calculated with reference to an abnormal \ear, 
and the future expenditures needed to give effect to the most 
essential requirements of the different provinces were not estimat¬ 
ed at all. But even this insufficient and unsafe criterion of 
expenditure was not adhered to; for had this been done, the 
disproportions in the allocated revenues of the different provinces 
would not have been so great as they actually turned out to be. 
Another mistake was that a uniform treatment was sought to be 
accorded to the provinces by allotting to all of them the same heads 
of revenue. But it was forgotten for the moment that the yield 
of each of these resources varied from province to province. Thus 

F. 22 * 
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the attempt to secure artificial symmetry diverted the attention of 
the authorities from the real problem, namely, the need for secur¬ 
ing substantial equality. 

The expedient of levying provincial contributions tended for 
the Moment to hide in some degree the real disparities in the 
financial positions of the different provinces. But the inequalities 
in the distribution of resources appeared in their true complexion 
after the abolition of the contributions. In the budget estimates 
for 1929-30, the revenues of the different provinces were shown 
as follows: Madras, Bs. 18 07 crores; Bombay, Bs. 14-41 crores; 
United Provinces, Bs. 1307 crores; Punjab, Bs. 12-54 crores; 
Bengal, Bs. 11-11 crores; Burma, Bs. 1059 crores; Bihar and 
Orissa, Bs. 019 crores; Central Provinces, Bs. 555 crores; Assam, 
Bs. 279 crores. The disproportions appear even more striking 
when we consider the revenue per head of the population. It is 
no wonder, therefore, that the expenditure per head of the popula¬ 
tion was as follows: Burma, Bs. 8-6; Bombay, Bs. 83; Madras, 
Bs. 4-2; Punjab, Bs. 55; Assam, Bs. 39; Central Provinces, 
Bs. 3 8; United Provinces, Bs. 2 7; Bengal, Be. 2-5; Bihar and 
Orissa, Bs. 1-8. Comment "is hardly needed to show how unjust 
and arbitrary is the present system of provincial finance in India. 

But the unequal distribution of resources as between the 
provinces is not the only defect of the financial settlement with 
which the name of Lord Meston is associated. The failure to 
give adequate attention to the elasticities o‘f the various sources 
of revenue has led to very unsatisfactory results. While the more 
elastic resources have been left in the hands of the Central Govern¬ 
ment, the comparatively unexpanding sources of income have been 
made over to the provinces. There is another objectionable feature 
in this system of allocation. The fact that central and provincial 
taxation affects different classes of the population tends not only 
to create a separation between the interests of the Government of 
India and the provinces, but also to hinder the industrial progress 
of the country. These defects can be traced in part to a f ailu r e 
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to appreciate the respective needs of the Central Government and 
the Provincial Governments and in part to an insistence on the 
principle of a financial clean-cut. In regard to the former, it 
seems strange that it did not strike the authors of the settlement 
that the classification of administrative subjects made under the 
Devolution Rules was such that the needs of the Central Govern¬ 
ment might be expected to decrease, while ever-increasing resources 
would be required for maintaining and developing the provincial 
subjects. As for the principle of a financial clean-cut, whatever 
might be its theoretical merit, the assumption of its absolute 
necessity in a scheme of federal finance was not founded on the 
experience of other countries. Possibly, there was a confusion in 
the minds of the framers of the scheme in regard to two distinct 
ideas, namely, separation of resources and separation of heads of 
revenue. While the former is essential in a scheme of provincial 
autonomy, the latter is not. 

Time has now come when the anomalies and inconsistencies 
of the existing system should disappear and the finances of the 
entire country placed on a sound and satisfactory footing. The 
most essential need of the moment is the provision of adequate 
funds for the nation-building services. Por this purpose, a 
readjustment of financial relations will be necessary, and such re¬ 
adjustment will involve a re-allocation of the financial resources 
of the country between the Central and Provincial Governments. 
A proper solution of the first problem will require a careful consi¬ 
deration of the relative needs of the Government of India and of 
the Provincial Administrations. The most important functions to 
be entrusted to the Central Government under the coming reforms 
will probably be: Defence, legislation of an all-India character, 
maintenance of the main arteries of communication, management 
of coinage, currency and public debt, and co-ordination of many 
of the activities under the control of the Provincial Governments. 
These functions are not likely to entail ever-increasing expenditure. 
On tfce contrary, considerable retrezielitment is possible in qoine of 
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the departments. The needs of the provinces, however, are almost 
unlimited. The. introduction of compulsory primary education 
ought not to be delayed any longer. Some parts of the country 
are notoriously unhealthy, and preventive as well as remedial 
measures are urgently needed to protect the people from the ravages 
of various kinds of disease. Agriculture is the mainstay of the 
people of the country; but the methods of cultivation are antiquat¬ 
ed, and as a consequence population is pressing heavily upon the 
soil. The development of manufacturing industries is one of the 
crying needs of the country. All these subjects require the 
assistance of the Government. It is also time that the Govern¬ 
ment took in hand questions of social reform like old age pensions, 
relief of poverty, and unemployment insurance. 

Thus it is clear that, if the Provincial Governments are to 
fulfil their obligations properly, they will have to be placed in 
command of resources which will not only be substantial in the 
beginning but expansive in future. Sir Walter Layton estimates 
that the provinces will require an augmentation of their re¬ 
sources by 40 to 50 crores in the course of the next ten years. This 
estimate does not err on thq side of extravagance. Funds may be 
available in two ways, first, by re-allocating existing resources, 
and secondly, by imposing fresh taxes. For the purpose of a re¬ 
allocation we must consider whether retrenchment is possible and 
desirable in any of the departments under the control of the 
Central Government. In this connexion military expenditure 
Claims our attention first. The net charges under the head * de¬ 
fence ’ absorb nearly two-thirds of the net revenue of the Central 
Government and about one-third of the total revenue of the 
country. This is too heavy a burden for the country to be able 
to bear. It should be borne in mind that there is hardly any 
country in the world which spends so large a proportion of its 
income on its army as India does. There is also another fact 
which is worth noting. Defence expenditure has increased in a 
higher proportion in India than in other parts of the Bri tish 
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Empire. As Mr. Jacobson points out, the defence expenditure 
of India has increased since 1918, the pre-war year, by 100 per 
cent, while that of Great Britain has increased by 48-9 per cent; 
and that of the Dominions by 33 per cent. The Indian Retrench¬ 
ment Committee of 1922-23 suggested the reduction of the military 
budget to a figure not exceeding Rs. 50 crores. Even this sum 
was regarded by the Committee as more than what the tax-paver 
in India should be called upon to pay, and they thought that 
it would be desirable to keep “ a strict eye on military expendi¬ 
ture with a view to its further reduction.’’ 

In most countries, the strength of the army is determined by 
the consideration of its adequacy for the purpose of defence. 
But in India the situation is different. The Army in India is not 
a national army. Its very name implies that it is, to a large 
extent at least, an army of occupation. This fact has been ad¬ 
mitted by many British statesmen and administrators in the past. 
It is also proved by the ratio in which the British portion of the 
army is maintained relatively to the Indian. On the eve of the 
Sepoy Mutiny the proportionate strength of the British force was 
small; but it was increased after the Mutiny, the object being to 
prevent any further attempt on the part of the people to overthrow 
British rule. India has so far been compelled to bear the cost 
of being held in subjection, but now that the country is on the 
road to freedom, the much-needed relief should no longer be 
withheld. It would not, therefore, be unreasonable to urge that 
the strength of the British force be reduced by one-half. In case, 
however, it be thought undesirable to bring about the change too 
suddenly, an arrangement might be made under which there would 
be an immediate reduction of 10,000 British officers and soldiers 
and further reductions would take place at the rate of 2,000 men a 
year during the next ten years. It may be argued that such re¬ 
duction in the strength of the British force will imperil the safety 
of the country, but past experience shows that there is no ground 
for such apprehension. At the commencement of the European 
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War, of the British establishment in India, 7 regiments of British 
cavalry out of 9, 44 British battalions of infantry out of 52 and 46 
batteries of Royal Artillery out of 56 were sent overseas. In 
return for these troops, India received many months after the 
despatch some Territorials who were unfit for immediate employ¬ 
ment.. For the space of some weeks, before the arrival of the 
Territorials, the British garrison in India consisted only of about 
15,000 men. If such reduction was possible in the war crisis, there 
is no reason why a smaller reduction cannot be regarded as possible 
at a time when the prospects of world peace are bright. 

Another reason why the British force in India has been kept 
in its present strength is that a large portion of it is required, to 
use the words of the Government of India, “ to maintain 
the supremacy of British power in the East.” Ex- 
penditure of this sort is evidently a British interest, and many 
eminent British statesmen have urged in the past that the cost 
of the Imperial reserve should be defrayed out of the British Ex¬ 
chequer. A Minority of the Wolby Commission on Indian Ex¬ 
penditure considered it fair that the revenues of India should be 
relieved of the entire charges of 20,000 British soldiers and that 
they should be treated as part of the reserve forces of the Eastern 
portion of the British Empire generally, and borne in future upon 
the Army Estimates in that capacity.” Twenty years later, it 
was observed in India's Contribution to the Great, War, a book 
published by authority of the Government of India: “ It is 

because India has for many years past maintained a large army, 
that she was able, at a critical moment, to despatch a large and 
fully equipped force to the Western front to help in stemming 
the tide of invasion of the territory of our allies. The army in 
India proved itself once more to be a great Imperial asset.” 
Equity demands that the suggestion of the Minority of the Welby 
Commission be now carried into effect, and a suitable contribu¬ 
tion made by Britain to India on this account. Some further 
savings may be obtained as a consequence of the Indiauisutipn of 
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the officers’ ranks in the Indian portion of the army. The ad¬ 
ministrative charges in the military department have increased 
enormously in recent years, and if a policy of economy is now 
observed, a considerable sum of money may be saved every year 
on this account. If the suggestions made here are accepted, a 
substantial retrenchment will result in military expenditure. 
Military finance is very largely a question of policy, and if the 
best interests of the people are kept in view, it will not be im¬ 
possible to adjust it in such a way as to secure an immediate sav¬ 
ing of 10 crores of rupees and further savings amounting in the 
aggregate to another 10 crores in the course of the next ten years. 

Some retrenchment may also be possible under each of the 
four heads, namely, Direct Demands on the Revenues, Civil Ad¬ 
ministration, Civil Works, and Miscellaneous. The charges of 
collection are at present very high, and may easily be reduced to 
an appreciable extent. The Civil Administration charges are so 
enormous because the salaries of members of the higher services 
have been fixed on an extravagant scale. As a considerable fall 
in prices has now occurred, the salary scales should be revised. 
If it be found impossible to reduce the salaries of European officers 
owing to political reasons, there is no reason why a reduction should 
not he effected in the salaries of Indian public servants. If a lower 
standard of emoluments is fixed for Indians, the number of posts 
held by Europeans will steadily diminish, and as Indianisation 
will proceed at an accelerated speed, greater and still gTeater 
economies will arise. Retrenchment under this head will also 
help automatically to reduce the pension and superannuation 
(diarges showm under the head ‘ Miscellaneous/ A great deal of 
waste now takes place in the Civil Works Department of the Govern¬ 
ment, and a strict method of control is sure to result, in con¬ 
siderable savings. On the other hand, it is not improbable that 
the Central Government will under the new constitution assume 
extended functions. In such circumstances, larger funds will be 
needed by the Government of India. If a saving of two crores 
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of rupees is obtained by means of retrenchment on the civil side 
of the budget in the course of the next ten years, one-half of the 
amount may be set apart for meeting the additional cost involved 
in the performance of the new duties, the other half being made 
available to the provinces. 

A substantial reduction may be expected in the expenditure 
under the head ‘ Debt Services.’ The policy of debt redemption 
which is now being steadily pursued by the Government of India 
will tend gradually to reduce the interest charges in future. But 
a substantial reduction may ensue immediately if Britain agrees 
to take over that portion of the debt which was incurred for Im¬ 
perial purposes. The Afghan and Burmese Wars, for instance, 
were waged not in the interests of India but in those of the Em¬ 
pire. The charges were, however, thrown upon India, imposing 
upon her a public debt which she would not otherwise have in¬ 
curred. If this wrong be righted now, the relief will be keenly 
appreciated. 

In addition to the sums obtained from retrenchment, a con¬ 
siderable surplus is likely to accrue to the central budget from 
the normal expansion of its revenues. A portion of this sum 
may be retained by the Government of India for its own purposes, 
and the remainder made available for provincial objects. If the 
proposals made in the course of this address are accepted, the 
Central Government will be in a position to give up to the provinces 
resources to the extent of 10 to 12 crores of rupees immediately, 
and this amount will rise to no less than 20 to 26 crores of rupees 
in the course of the next decade. The transfer should be made not 
by means of grants, but by a re-allocation of existing revenues. The 
suggestions made by Sir Walter Layton in this connexion deserve 
to be carefully considered. His first proposal is that the provinces 
should make over commercial stamps to the Government of India 
and that the latter should reduce the import duty on foreign 
liquor to the standard luxury rate of 30 per cent, allowing the 
Provincial Governments to impose excise duties on such liquor to 
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the extent of the amount of duty reduced. This proposal is a 
retrograde one. Commercial stamps are a fairly expanding source 
of revenue, as the yield tends to grow with the extension of trade 
and commerce. On the other hand, the consumption of liquor is 
likely to diminish in future, and naturally the yield from this 
source will tend steadily to decrease. The reason assigned for 
the suggestion is that conflicts of interest between the Central 
and Provincial Governments should he avoided. Hut this object 
can be attained by the provinces making over to the Government 
of Tndia the excise duty now levied on locally-manufactured 
foreign liquor in exchange for the transfer to the Provincial 
Governments of some source of central revenue of the same amount. 
An argument in favour of Sir Walter Layton's proposal is that 
the revenue should as far as possible he assigned to the authority 
which controls the rates of duty. There is a great deal of force 
in this argument. Hut the objection can he met by adopting an 
arrangement under which legislation relating to commercial stamps 
should remain central, subject to the provision that no alterations 
in the rates should take place unless decided at a conference ol 
the financial representatives of the different provinces. The 
proposal of Sir Walter Layton, if accepted, will weaken the finan¬ 
cial positions of the provinces. The exchange of duties on com¬ 
mercial stamps for a portion of the tax on alcoholic liquors should 
not, therefore, he insisted upon. 

Sir Walter Layton's second proposal is that one-half of the 
proceeds of the income-tax on personal incomes should he made 
over to the provinces. Evidently, he does not attach any value 
to the objections which have so far been urged against income- 
tax being made a provincial source of revenue. Nor does he re¬ 
gard a system of divided heads as an evil to he shunned at all 
costs. But looked at from the point of view of the financial needs 
of the provinces, Sir Walter’s proposal does not go far enough, 
for the share of taxes on income which he proposes to make over 
to the provinces is considerably smaller than the share he wishes 
F. 23 
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to retain in the hands of the Central Government, He admits 
that, theoretically, there is no reason why the provinces should 
not also he given a portion of the super-tax; but he does not in¬ 
clude it in his scheme because he is afraid that the Government 
of India cannot at present make the financial sacrifice which it 
would involve. There would, however, be no ground for such 
apprehension if the retrenchment suggested in this address is 
carried out in the Government of Iudia’s expenditure. That a 
cruel injustice has been done to the provinces in depriving them 
of their legitimate resources will be clear from a glance at the 
income-tax returns. The total revenues obtained by the Central 
Government from the different provinces in the shape of taxes on 
income during the eight years 1921-22 to 1928-29 were: Bengal, 
Rs. 4814 crores; Bombay, Rs, 87*58 crores; Burma, Rs. 13*75 
crores; Madras, Rs. 11 crores; United Provinces, Rs. 6-89 crores; 
Punjab, Rs. 510 crores; Bihar and Orissa, Rs. 3*95 crores; Cen¬ 
tral Provinces and Berar, Rs. 340 crores; Assam, Rs. 113 crores. 
The total amounts received by the different Provinces during the 
same period under Devolution Rule 15 were: Bengal, Rs. 95 
thousands; Bombay, Rs* 17*32 lakhs; Burma, Rs. 37*50 lakhs; 
Madras, Rs. 36*70 lakhs; United Provinces, Rs. 3*50 lakhs; Punjab, 
Rs. 27*82 lakhs; Bihar and Orissa, Its. 22*13 lakhs; Central 
Provinces, Rs. 10*59 lakhs; Assam, Rs. 33*33 lakhs. Thus out of 
the total sum of nearly Rs. 140 crores collected by means of the 
income- and super-taxes the Provincial Governments were benefited 
to the extent only of Rs. 5J crores, while the whole of the remainder 
went to the Central Government, 

The wrong thus inflicted will have to be righted now, and in 
order to do so, a large proportion of the total proceeds of the taxes 
on income should be made over to the provinces. It may be men¬ 
tioned in this connexion that in every federation taxes on income 
form an important source of revenue for the component States, 
If the provincial share is fixed at one-half of the proceeds of the 
ordinary income-tax on personal incomes, as is suggested by Sir 
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Walter Layton, the provinces will receive only about 4 crores of 
rupees a year. This will not meet the demands of the situation. 
Therefore, one-half of the total proceeds of both the income-tax 
and the super-tax should be surrendered to the provinces, the 
distribution being made on the principle of origin. This may 
give rise to some practical difficulties, but there is no reason to 
assume that such difficulties will be insuperable. In case, however, 
it should be decided to adopt the principle of domicile, one-half 
of the proceeds of the super-tax derived from personal incomes, 
as well as those derived from the income-tax, should be 
made over to the provinces. There is another matter 

which should l>e taken into consideration. Allocation on 
the basis of domicile has certain undoubted advantages, 
but it is not wholly satisfactory from the point of view 
of equity. Origin offers a more equitable basis, and how¬ 
ever great the practical difficulties may be, this principle should 
not be ignored altogether. The Taxation Enquiry Committee 
suggest that partial recognition be accorded to the principle of 
origin by giving a small share of the corporation profits tax to the 
provinces. This recommendation is of a very halting character, 
and in order to do justice to the provinces, the whole of the 
proceeds of this tax should be surrendered to them. This will 
benefit all the provinces, particularly a poor province like Bihar 
and Orissa. In calculating the shares of the different provinces 
in the proceeds of this tax, regard must be had not merely to the 
location of the headquarters of business enterprises but also to the 
site of actual operations. It may not be possible to attain absolute 
accuracy in the matter of distribution, but it will not be difficult 
to form estimates which will be approximately correct. 

Sir Walter Layton’s third proposal is that the proceeds of 
the salt duty should be transferred to the provinces by gradual 
steps. I do not know whether a feeling of generosity or a sense 
of expediency has prompted this proposal. But what is to be 
apprehended is that it would be difficult to retain the salt-tax at 
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all. And even if this be possible, it is certain that the rate . of 
duty will have to be reduced, and probably the manufacture of 
salt in the coastal tracts for individual consumption will have to 
be exempted from taxation. Thus the maximum revenue which 
may be expected from this source is n<,)t likely to exceed one-half 
of its present yield. 

The transfer of the revenues mentioned above to the provinces 
trill not give them resources which can be regarded as, sufficient 
to enable them to start on their new career in a spirit of security 
and optimism. Sir Walter Layton, therefore, suggests the 
imposition of fresh taxation. This, however, will be a danger¬ 
ous step, for nothing is so likely to jeopardise the chances of 
success of the new constitution as the levy of additional taxes at 
the very outset. It is true that fresh resources will have ultimate¬ 
ly to be found if the Provincial Governments are to fulfil their 
obligations properly. But the new ministers in the provinces 
must be given time to win the confidence of their legislatures and 
constituencies before they are compelled to place further financial 
burdens on the people. The legislatures and the constituencies 
must also be made to feel ‘that the existing resources are being 
applied in a proper and well-balanced manner. When the 
ministers will be in a position to convince the people that all 
avoidable expenditure has been retrenched and to assure them 
that the proceeds of new taxes will be sperit for their benefit, their 
reluctance to bear further burdens will be overcome. A period of 
at least five years must elapse before the atmosphere will be 
favourable for the levy of fresh taxation. Meantime, the Pro¬ 
vincial Governments will have to be supplied with adequate 
resources, which can only be obtained from retrenchments in the 
central budget. 

It will thus be necessary for the Government of India to part 
with some more resources than have been suggested by Sir Walter 
Layton. In this connexion, export duties deserve our considera¬ 
tion first. These duties stand on a footing somewhat different 
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from import duties, for, in this case, the question of interprovincial 
barriers does not arise and it is not altogether impossible to inice 
the origin. Export duties are now levied on only three articles, 
but it is not impossible that they will l>e levied in future on a few 
others. The proceeds of the duty on jute are obtained almost 
entirely from Bengal, and this province has always demanded 
that the net collection at the porta of Calcutta and Chittagong 
be made over to it. Two objections are generally urged against 
such a proposal. The first is that the burden of the duty does 
not fall on the people of the province. But, as the Taxation 
Enquiry Committee point oui, “ there exists a possibility that, 
in certain conditions of trade, a portion of the export duty may 
fall on the producer.” Even if it be granted, for the sake of 
argument, that Ihe whole of the duty falls on the foreign consumer, 
the claim of the people of the province to the productivity of a 
valuable article cannot be lightly brushed aside. The second 
objection relates to administrative convenience. This can he met 
by providing that the tax should continue to be administered by 
the Government of India, but that one-half of the proceeds may 
be made over to the province. As a financial clean-cut will be 
found impossible to maintain in the coming re-adjustments, there 
ought to he no objection to a division of the proceeds. Blit should 
any objection he raised to such division, an arrangement might 
be made under which the export duty would be reduced to one-half 
of its present amount, the Provincial Government being allowed 
to levy an excise duty of such an amount as would yield about 
half the proceeds of the existing tax. A possible objection to such 
an arrangement might be that it would be undesirable for the 
Imperial Government as well as the Provincial Government to be 
both interested in an export duty, since such interest might render 
it “ doubly difficult for the trade concerned to secure amelioration 
when it is due.” This objection does not seem to be a very serious 
one, for there is no reason to think that the Provincial Govern¬ 
ment will be less watchful of the effects of the tax than th$ 
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Central Government. On the contrary, the circumstance that 
the Central Government is interested only in the proceeds of the 
tax and not in the welfare of jute-growers exposes it to the 
temptation of levying, in times of financial difficulty, unduly 
high rates of duty which may threaten the very existence of the 
industry. If the province be given an interest, in the jute tax, 
the risk would, bo minimised, for the Provincial Government would 
be sure to raise its voice of protest against the action of the Central 
Government in the interest of its own revenues, if for no other 
consideration. 

It is worthy of note in this connexion that the jute tax has 
an intimate relation to agriculture as well as to industry, and as 
provincial subjects both of them engage the attention of the 
Government of Bengal, not of the Government of India. A recent 
incident has helped to make the position more clear. In view of 
the acute distress of the jute-growers, the Acting Finance Member 
of the Government of India was, a short while ago, approached 
with an appeal for financial assistance, but he gave the reply that 
it was not the concern of the Central Government. So it comes 
to this that, while the benefit of the growth of jute goes to the 
Government of India, the duty of assisting the development of 
the article and of giving relief to the people concerned in it in 
times of difficulty devolves on the Government of Bengal. This 
is surely an unnatural position. It should also be remembered 
that the production of jute affects the sanitation of the province, 
and the expenditure needed to overcome its evil effects has to be 
met out of provincial funds. Equity demands, therefore, that a 
substantial portion of the proceeds of this tax should belong to 
the province. 

The proceeds of the export duty on rice are derived mainly 
from Burma and in smaller amounts from Madras, Bengal and 
Bombay. As in the case of jute, its origin can be traced with 
a considerable degree of accuracy. The proceeds of this duty 
should be divided equally between the centre and the provinces. 
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tffie revenue derived from the duty on hides and skins is not large. 
If duties on oilseeds are levied in future, which seems not unlike¬ 
ly, one-half of the proceeds should be distributed to the provinces 
of origin. The total net receipts from export duties may be 
expected to amount, to about 5 crores. If one-half of this sum be 
transferred to the provinces, they will gain about crores. The 
administration of export duties will, of course, continue in the 
hands of the Central Government. The proceeds of import duties 
will belong entirely to the Central Government at the commence¬ 
ment of the new system. But, as Sir Walter Layton suggests, 
when a further surplus accrues to the central budget, a definite and 
increasing proportion of customs revenue should be available to 
the provinces. 

While the resources thus transferred from the centre will help 
to give the provinces a good start on their new career, these will 
not l>e sufficient for purposes of adequate development. Fresh 
resources will before long be needed to sup])lenient the proceeds 
of original sources of revenue. Although the responsibility for 
the levy of new taxation will rest with the popular ministers, a 
discussion of the legitimate forms of such taxation will perhaps 
be found useful. Direct taxes are, from the point of view of 
pure theory, more equitable than indirect taxes. But in the 
existing circumstances of the country it will lie an exceedingly 
difficult task to raise a substantial revenue by means of direct 
taxation alone. Therefore, a judicious combination of direct and 
indirect taxes will have to be made in any scheme of further 
taxation. 

The most eligible of all fresh taxes will be the exten¬ 
sion of the income-tax to agricultural incomes. The existing 
exemption of agricultural incomes has a history behind it. 
When an income-tax was levied for the first time in India 
in the year 1860, agricultural incomes were included. Agri¬ 
cultural incomes again formed part of the incomes assessed 
to the taxes levied during the years 1869 to 1873. During 
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the yearn 1877—79, it was found necessary to impose additional 
taxation in order to provide funds for the prevention and relief 
of famine. Two different categories of taxation were levied on 
this occasion, namely, cesses on land and licence taxes on trades 
am! professions. When, in 1886, the Government of India was 
faced with a difficult financial situation, the licence taxes were 
transformed into an income-tax. Thus, as this income-tax was 
based on the licence-taxes which did not fall on the landed classes, 
these classes were exempted from the operation of the Income-tax 
Act of 1886. Agricultural incomes had already been subjected to 
additional cesses, and the real object which the framers of the Act 
had in view in exempting such incomes was to make the burden 
equal on the different classes of the population. These cesses, 
subsequently, were either removed or made over to local bodies. 
On grounds of equity, therefore, the exemption cannot any longer 
be defended. Besides, those persons who derive substantial incomes 
from the land are mere intermediaries, and they are able to bear 
the burden of this tax. The yield of this tax is estimated at 5 
erores. The whole of the revenue should belong to the provinces. 

Death duties are an eminently desirable form of taxation. 
They have become an important feature of the tax-systems of 
most of the advanced countries of the world. Although there are 
practical difficulties in India in the way of imposition of these 
taxes, such difficulties need not be regarded as insuperable. If 
necessary, the administration of these duties may be made central, 
but the proceeds should be made over to the provinces according 
to origin. The yield of these duties is likely to vary from year 
to year, and it is not possible to estimate such yield with any 
degree of accuracy. But there is no doubt that, even if the tax 
is levied at moderate rates, its proceeds will be substantial. An 
average amount of Rs. 5 erores a year may be assumed as a 
hypothetical figure of the yield of death duties. 

An excise duty on matches would be a productive source of 
revenue. But Sir Walter Layton's suggestion that the rate of the 
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excise duty should be the same as the rate of the present import 
duty cannot be supported, A high rate of duty may imperil the 
very existence of the match factories. A cautious policy would, 
therefore, have to be adopted in the matter. If the excise duty 
is fixed at half the rate of the import duty, an annual sum of about 
a crore and a half rupees may be obtained. There are practical 
difficulties in the way of taxing tobacco manufactured in a crude 
form, and serious objections may be also urged in regard to the 
nature and incidence of such a tax. Tobacco has by long habit 
become one of the conventional necessaries for the masses of the 
people, and any tax on the article is sure to be felt by them as an 
unjustifiable burden. But au excise on cigars, cigarettes and pipe- 
tobacco manufactured in factories is both practicable and desirable. 
The rate of duty, however, must not be too high. A revenue of 2 
crores rising to 3 crores in the course of the next ten years may 
be expected from this source. 

Sir Walter Layton’s proposal to levy a terminal tax for 
provincial purposes at every railway station may be supported 
in the special circumstances of India at the present moment, where 
the field of direct taxation is far more restricted than in other 
countries. The chief merits of such a tax are that it is produc¬ 
tive and easily collected. But a terminal tax has so far been 
regarded as a resource tor local bodies, and it would be a real 
hardship on these bodies if the Provincial Governments were now 
allowed to encroach upon any of their limited sources of revenue. 
The way out of the difficulty may, however, be found in a division 
of the proceeds of terminal taxes between the Provincial Govern¬ 
ment and the local bodies within whose jurisdiction they arise. 
If the proceeds of the taxes are divided in equal proportions 
between the Provincial! Government and the local bodies, the 
provincial portion of the yield may be estimated at 5 crores of 
rupees. 

Sir Walter Layton suggests that the proceeds of the salt 
duty and of the excises on matches and tobacco should be paid 

F. 24 
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into a separate fund, to be called the Provincial Fund. The 
idea is a good one, but care should be taken to guard against 
certain difficulties which are likely to arise. The interests of the 
different provinces are not always identical, and the decisions of 
the majority may, in some cases, prove detrimental to the interest 
of the minority. Sir Walter has devoted much thought to the 
question of distribution of this fund and has come to the conclusion 
that population is the only fair basis. A combination of three 
tests, namely, needs, origin, and population would perhaps have 
furnished the most equitable basis. But as needs are exceedingly 
difficult to estimate, and as origin is not easy to find out without 
enquiries of a very complex and searching character, population 
may be taken as constituting, on the whole, the best available 
basis. 

There is one weak point in the scheme of Sir Walter Layton, 
to which reference is made in the Despatch of the Government 
of India. It is that the application of the scheme to individual 
provinces has not been worked out in detail. This criticism is 
frilly justified. In fact, if the details of Sir Walter’s Scheme were 
worked out in their application to the provinces, it would appear 
that, although there would bo substantial improvements in the 
financial positions of all the provinces, considerable inequalities 
would still be found to exist as between one province and another. 
If, on the other hand, the scheme outlined here be accepted, the 
different provinces would be placed on a footing of substantial 
equality. Justice should be the main object to be kept in view 
in any future readjustment of finance*. Equality, not uniformity, 
should be our motto. If uniformity can be attained, so much the 
better; but in no circumstances should the principle of equity be 
sacrificed to meet the requirements of uniformity. 

The scheme outlined above should be given effect, to without 
any avoidable delay. Sir Walter rightly insists that the alloca¬ 
tion of income-tax nhonU be begun as early as possible. He 
further suggests that, in order to give the provinces a d efin ite 
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idea of their prospective receipts, a time-table should be drawn 
up under which each head of revenue should be transferred 
according* to a definite schedule. This suggestion is a very reason¬ 
able one; but the Government of India, while agreeing in theory 
with Sir Walter Layton that the allocation should not be capri¬ 
cious, consider it essential to insist that the times and amounts of 
transfer must depend on the judgment of the Central Government. 
It is, of course, necessary that the Government of India should 
consider their own financial position before agreeing to a policy 
of transfer of revenues. But when once this is done, the actual 
transfer must be made according to a definite programme, any 
departure from which would be justified only in exceptional 
circumstauces. 

It is clear that an augmentation of the resources of the pro¬ 
vinces is very urgently called for, and for this purpose a re-adjust- 
ment of the finances of the country is an imperative necessity. It 
was suggested in my work Provincial Finance in India that, in 
case it was found impossible to give etfect to a policy of re-alloca¬ 
tion without securing some improvement in the resources of the 
Central Government, a small measure of additional taxation 
might be resorted to. Emphasis was, however, laid on the neces¬ 
sity of selecting the new sources of revenue with anxious care so 
that they might not be felt as a hardship by the people, and it 
was pointed out that three luxes answered that test, namely, an 
increase in the duty on imported cotton goods, an addition to 
the duty on petroleum, and a tax on the private imports of silver. 
The Finance Member included these additional resources, together 
with some others, in his budget for the current year for the purpose 
of meeting a deficit. He gave the assurance at the time of the 
presentation of the budget that the new taxes would be utilised 
to create a margin which would enable the Government of India 
u to give a fair measure of assistance to the Provincial Govern¬ 
ments in the next chapter of their history .” It will not be long 
before the Government of India will be called upon to redeem this 
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promise. Normal conditions will return as soon as the constitu¬ 
tional problem is settled to the satisfaction of the people, and 
there should thereafter be no delay in placing the financial system 
on a sound footing. 

In order that the finances of the country may be properly 
administered in future, it will be absolutely essential to provide 
that taxes should be levied only on the authority of the repre¬ 
sentatives of the people and expenditure incurred with their 
sanction. For this purpose, the existing restrictions on the powers 
of the legislatures—both central and provincial—must be removed 
and the special powers vested in the executive done away with. 
Borrowing has so far been a matter of executive action, but under 
the new r constitution it should be brought under the control of the 
legislature. The administration of the Finance Department at 
the centre should be entrusted to a popular minister who would 
be responsible to the central legislature, while the ministers in 
the provinces should administer their own finance departments 
subject to the control of their respective legislative councils. A 
Finance Committee should be constituted in every province, and 
the composition of the Public Accounts Committees should be so 
altered that only elected members of the legislatures may in future 
be eligible to seats on them. The powers of the Secretary of State 
should be made similar to those of the Secretary of State for the 
Dominions; and such matters as the floating of loans and the 
investment of balances—which are in reality agency matters— 
should be transferred to the High Commissioner. While the co¬ 
operation and friendly advice of the Secretary of State would be 
welcome, his control of India’s financial policy must be definitely 
ended. The Council of India—which is fast becoming an 
anachronism—should be abolished. The finances of the country 
should be vested in the Governor General in Council, and the’ 
Crown and the British Parliament should not exercise any powers 
in regard to Indian financial questions beyond what are exercised 
in respect of such matters in the otter Dominions, 
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In conclusion, I desire once again to emphasise that the 
great problem of the hour is how to impart a balance and a harmony 
to the financial system of Tndia which have so far been lacking. 
Far too much attention has been directed in the past to the 
protective side of administration and far too little to its amelio¬ 
rative aspect. Defence and preservation of internal order have 
been regarded almost as the sole functions of the Government in 
India to the neglect of services on which the health, happiness 
and progress of the people depend. The most essential need of 
the present moment, therefore, is the development of the nation- 
building .services. These services being under the control of the 
Provincial Governments, it is necessary to set them firmly on their 
feet by placing adequate resources at their disposal. But where 
are the funds for this purpose to come from? The answer is—in 
the first instance, by retrenchment and re-allocation of resources, 
and, secondly, by fresh taxation. To seek to impose additional 
taxes just now will not only intensify the existing discontent but 
also minimise the chances of success of the new constitution. The 
reason is obvious. India has up till now been governed by an alien 
bureaucracy and the people have never felt that the taxes raised 
from them have been spent for their benefit. Therefore, before 
any proposals for frevsh taxation are put forward, there must not 
only be a proper re-adjustment of the financial relations between 
Britain and India and between the Central and Provincial Govern¬ 
ments of the country, but also a complete change in the system of 
financial administration. Even after these steps have been taken 
some time must elapse before the people become cognizant of the 
altered situation. Meanwhile, retrenchment must be effected in 
the central budget, the funds thus released being placed at the 
disposal of the provinces. This re-allocation must be such as to 
make it possible for the Provincial Governments to achieve sub¬ 
stantial progress in the development of subjects like education, 
public health, medical relief, agriculture and industry. When 
the people com© to realise that the new system of government 
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national in spirit as well as in personnel, and that the finances ol 
the country are administered in the interests of the people, then 
will it be possible to impose fresh taxation. Once the people are 
convinced that State expenditure tends to conduce to their own 
well-being, they will cease to regard taxation as an evil, and will 
be ready to contribute to the resources of the Government. There 
will thenceforth be no lack of funds for the beneficent activities 
of the State, and the future historian will be able to say of the 
Finance Minister of New India, as Halidas said of King Dilipa 
of old, 

“ It was only for the good of the people that he collected taxes 
from them, just as the sun draws moisture from the earth only 
to give it back a thousandfold.” 
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DISCUSSION ON LABOUR PROBLEMS 

Papers by Messrs. D. 0. Karve (Poona), R. B. Gupta 
(Lucknow), and B. V. Narayanaswamy (Annamalai 
University). 

Mr. J. L. ltaina of Jammu asked Prof. Karve why it was 
necessary that there should Ik* co-ordination of labour legislation 
in British India and Indian States? Why could not these two 
divisions of India have their own legislations as was the ease in 
France and Germany? 

Mr. 1 xika nut Inin of Madras said Plot. Karve was suspicious 
of the conventions of the International labour Office. The speak¬ 
er thought that the past experience did not bring him to this 
conclusion. On the other hand India was very slow in keeping 
pace with these conventions. 

He thought there was no use multiplying (Councils and Con¬ 
ferences. An Asiatic or Indian Council would do no good. Their 
object should be to try to improve conditions of industrial workers 
in India, keeping in sight, at the same time, the good of the 
industry. 

With regard to Prof. Gupta’s paper he said time had come 
to collect data. They had not been able to collect definite figures 
with regard to labour. Unless these figures were obtained it 
would be difficult to formulate any conclusions. They ought to 
know how far Indian workers were efficient and how they com¬ 
pared with workers in other countries. He, therefore, suggested 
that more and more effort should be made to make a definite line 
of enquiry and t p collect true data. Until that data was available 
it was not possible to give support to the proposals made. 

578 
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Prof* T. K. Doraiswamy Iyer of Annamalai University asked 
why so much emphasis should be la^d on the Inteniational Labour 
Office. One felt some anxiety that the development or improve¬ 
ment of labour conditions should be through external forces. In 
other countries of the world the impulse for 'improvement of 
labour conditions came from within. Prof. Karve had said India 
should have some kind of Council, An Indian Industrial Council 
was very important. They might study conditions in foreign 
countries but nothing could be done with external help only. They 
should study why labour wages in India were low. The wages 
of industrial labourers were low very largely on account of the 
fact that agriculture in India was disorganised. The labourers 
for industries were taken from among the agriculturists and so 
long as agriculture was not improved he did not think there was 
any prospect of improvement in the conditions of industrial labour. 
Much of the mischief in India, in spite of their Conferences, was 
largely due to the fact that they did not view economic problems 
as a whole. There was no co-ordinate attempt. Banking would 
have to be developed and they could not develop industries with¬ 
out reorganising the fiscal "policy. 

Bhagat Ishardas of Lahore referred to experiments in Kash¬ 
mir© State of diverting the funds collected in Charitable Institu¬ 
tions for the betterment of trade and industries. He said there 
were immense resources hidden in charitable institutions which 
could be profitably utilised for the improvement of economic 
conditions. 

Mr. V. K. R. V. Rao of Wilson College, Bombay, said labour. 
in India was very largely unorganised and the existence of inter¬ 
national labour organisation was godsend to labourers of India 
who were not sufficiently organised and were unable to assert their 
rights. He condemned the slackness of Government of India in 
not introducing several of the conventions of the International 
Labour Office. 

Prof, V. G. Kale of Poona said the attitude of Mr. D. G, 
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Karve had been misunderstood by some of those prasent there. 
The conventions of the labour Office should be considered from 
the point of view of large national interests. As it was, it was 
difficult to start industries owing to difficulties of scientific and 
technical knowledge, lack of capital and facilities for free com¬ 
petition, and if on behalf of labour certain extravagant and im¬ 
possible claims were made, which were not likely to be satisfied, 
there was no hope of industrial development of the country. In 
the interests of labour, therefore, it was necessary that the eco¬ 
nomists assembled should fake proper notice of the problems. 
They ought not to be partisans of either one section in the country 
or the other. 

Referring to Mr. Gupta’s paper, Prof. Kale said there was a 
large floating agricultural unemployed population that could not 
be confined to villages. Moreover the population was increasing 
and the incomes could not keep pace with the increase in expendi¬ 
ture. So labour bad to leave the villages but at the same time 
the conditions of labour in large cities were not satisfactory. They 
could not say that labour should not be allowed to migrate. So 
they should try to improve the conditions of agricultural labour. 
In this period of transition labour did not know where to go and 
the manufacturers were complaining of absentees and inefficiency. 
They had to take labour in India as it was and make the most of 
it. The speaker agreed with the observations of Mr. Doruiswamy 
Iyer. 

Doctor IJalkrishen of ltajaram College, Kolhapur, pointed out 
the following passage in Prof. I). G. Karve’s paper: 

” The activities of Moscow which deserve nothing but the 
mast vsummary repudiation at the hands of the eco 
nomists ...” 

and said Moscow Government was carrying on a most important 
experiment on socialistic lines and it was not fair for an economist 
to condemn it. An economist should keep an open mind. All the 
theories of British scientists stood condemned today and even 
F. 26 
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theories of the German School of thought might not stand the test 
of truth. The economist cOuld not stand for the one or the other 
theory. The speaker suggested that the a bovemen turned passage 
should therefore he expunged from the paper. 

With regard to Mr. Gupta’s paper he referred to the words 
“ vicious Punjabi Moneylender ” and asked whether or not by 
Punjabi was meant a Pathan, as, so far as the speaker knew, very 
few Punjabi moneylenders were carrying on their business outside 
the Punjab. 

Mr. Kale intervening here said that the word Punjabi meant 
a Punjabi. In his part of the country the Punjabis were carrying 
oil their money lending business. 

Concluding Doctor Halkrishen asked Mr. Gupta whether in 
addition to the remedies suggested by him in his paper there were 
not other remedies to ameliorate the lot of the labourer. 

Mr. I). R. Gadgil of Gokhale Institute, Poona., said whatever 
improvements in labour conditions in India had taken place were 
the result of external influences. As long as Indian labour was 
not organised and government was not prepared to legislate for 
the benefit of labour they would have to depend on external in¬ 
fluences. 

Mr. 4. W. Thomas said tin? employers in India could look 
after themselves, but tor the amelioration,of the lot of the labourers 
satisfactory trade, union organisation was essential. Therefore the 
central problem they had got to face in the industrial development 
of India was how to develop a satisfactory trade union organisa¬ 
tion. 

Too much emphasis had been laid on special differences rather 
than on common features of humanity. The problem was how 
leaders could be grown from the ranks of labour and not from 
outside. Until that were achieved he was very doubtful that 
there was going to be any satisfactory Trade Union movement in 
India. 

Mr. A. U Mukerji of Gordon College, Rawalpindi, said illiterv' 



REPORT OF DISCUSSIONS 


577 


acy was the main cause of the backwardness of Indian labour. 
They could wait for conferences but they should make an imme¬ 
diate start with the problem of educating Indian labour. 

Replying* to the debate Mr. Ivarve said what lie had suggested 
in his paper was that as in many other cases of legislation so 
also in the case of labour legislation some sort of co-ordination of 
law prevailing in States and British India should he made. 

With regard to the view of Mr. Lokanathan that Conferences 
should not be multiplied and the attitude of suspicion regarding 
outside influences should not be raised, the speaker said be did 
not hold brief for any one class or the other. They should go 
cautiously with regard to external elements. They should have 
so much co-ordination with Indian conditions on the one band 
and the suggested legislation on the other. 

He repudiated ihe implied suggestion that his motive* was 
to put up capitalists against labour. What he wanted was co¬ 
ordination of all the interests in the country with the external 
influences. 

Referring to the remarks of T)r. Ralkrishen, he said he be- 
longed to no school of thought. What he had alluded to was the 
communist activities in India and not in Russia. He was aware 
of the great importance of the big experiment being made in 
Russia and he was entirely at one with Dr. Ralkrishen in keeping 
his mind open. 

Doctor R. B. Gupta replying to the debate expressed agree¬ 
ment w’ith Mr. Gadgil that the figures of absenteeism presented by 
employers were vitiated to such an extent that they tended to 
accentuate the figures of unemployment. 

He told Dr. Balkrishen that in his paper by the word Punjabi 
moneylender he meant a Punjabi moneylender and not a Pathan 
moneylender. In the United Provinces a large number of Pun¬ 
jabis, carrying on moneylending business, bad been seen by him. 

He believed that the only solution of labour problems in India 
was proper education of the labouring classes as well as develop- 
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ment of trade unions of the right type. In this he agreed with 
Mr. Thomas. 

With regard to the query of Mr. Eao as to whether there was 
implicit understanding between the labourer and the employer 
with regard to minimum wages, he said labourers were much too 
illiterate to have any such definite understanding amongst them¬ 
selves. It was true that in some cases the labourers were willing 
to accept any sum offered to them as wages. This was due to the 
fact that many laljourers would otherwise have to face starvation. 

He agreed with Prof. Doraiswamy that the agricultural 
labourers were getting low wages which was due to the increas¬ 
ing pressure on land, increase in population and unprofitableness 
of agriculture. 



DISCUSSION ON CENTRAL PROBLEM OP BANKING 


Papers by Messrs. P. J. Thomas (Madras University), 

H. Sin 11 a (Calcutta), and D. Pant (Lucknow 
University). 

Mr. Chhablani of Delhi said he differed with the view of Dr. 
Thomas that the central problem of banking’ in India was the* wide 
disparity between the bank rate and the market rate. He quoted 
from a report of the Controller of Currency in support of his view. 
He said in Delhi even in the busy season—March and April, 1929— 
the market rate was lower than the hank rate. TTe regarded the 
hank rate as unduly high and opined that it could be reduced 
considerably. 

The speaker said Dr. Thomas did not quite understand wh> 
there was difference between the gross rate of interest and the net 
rate of interest. Of course the market rate of inteiest could not 
he very much lower ns it was charged on loans generally given 
without any security. The bank rate was based on security, and 
they could not, base banking on non-security and non-recovery. 

The speaker further added that I)r. Thomas had told them 
that Indian farmer borrowed mostly for unproductive purposes. 
The Central Provinces Banking Enquiry Committee had come to 
the conclusion that 69 per cent of the debt was for productive 
purposes. The evidence from other provinces also shovral that the 
bulk of loans were for productive purposes. The real peculiarities 
of the agricultural debts seemed to be that the debts were not 
large. They were, however, really large in relation to the income, 
yield and capacity of the land. 

Principal Tannan of Bombay said that Mr. Chhablani had 
made a good deal out of the point of disparity between the rates 
of interest. He thought Dr. Thomas had probably taken into 
consideration the money markets of Bombay, Calcutta and Madras 
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only. The high rate of interest in India was due to the lack of 
capital. Jf the wealth of the people of India were compared with 
the wealth of the people of other countries of the world it would 
he found that there was dearth of capital, There wan also inade¬ 
quacy of saving due to the laek of hanking facilities. The banks 
in India had been mainly those of foreigners, and it did not pay 
them to open branches in comparatively small towns. Another 
reason, which was most important, for the high rate of interest, 
was the currency and exchange policy of the Government of India. 

Referring to Dr. Pant's paper the speaker said that of course 
the financing of brain was possible in India too only if two persons 
could be found to pay premiums on the life-policy. 

Mr. Poraiswamy Iyer referring to the paper of Dr. Thomas 

said the central defect in Indian banking was the absence of proper 

kind of organisations vvHh a view to bring together the funds 

scattered among Sahukars, Ohe-tties and Mahajans. In Tndia the 

loanable capital is laigely drawn from the Sahukars, Chet ties and 

Mahajaus and not from the general public as elsewhere. Herein 

lay, according to him, the defect and the reason for the high rate 

of interest. If Indian co-operative movement, which was suitable to 

< 

the villagers, had failed to achieve its object, the faccuvi loans 
could not function. There lmnst la* something wrong in the village 
system. There must he absence of solidarity which would have 
to be tackled directly, and if the co-operative movement had been 
found ineffective then the morality of the people would have to 
be improved by means other than improvement in banking. 

Mr. Vakil said there was confusion as to what was the central 
problem in Indian hanking. The most important problem in In¬ 
dian banking, from the point of view of a large number of people 
in u district, was to co-ordinate the vvork of the indigenous 
banker with the hanks. Tt was a question of making indigenous 
banker understand that if he modernised his business it would be 
advantageous to him and to the country. How to do that was 
the problem. Ways and means should be found for the indigenous 
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banker to realise the aims oi the co-operative movement and to 
induce him to co-operate with them. Eliminating the indigenous 
banker would not solve the problem. Erom his experience the 
speaker found that the eo-operaiive society was an additional 
Sahukar. The co-operative society instead of eliminating the 
Sahukar was encouraging him. 

l)r, J, (J. Sinha of Dacca said the central problem of Indian 
banking was not the disparity between the rates of inteiest but 
the lack of link between the Banks and the Sahukais. At present 
the source of link was Ihe endorsing shroff. It was a very diffi¬ 
cult problem to tackle the question of linking. It would be* difficult 
it they looked at the conservative character of the ludian shroli. 
The shroff could not easily come in line with the modern banking 
methods. One thing that was necessary was that the whole psy¬ 
chology of banking methods should be changed. “ If we want to 
have a link then we have to make these indigenous bankers agents 
ot some big banks.” 

Dr. Thomas then replied to the debate cm his paper. He 
said Mr. Chhablani was wrong in assuming that there 1 was no 
great disparity between the bank rate and the market rate of 
interest. Mr. Ohhahlani might be talking about his own pro¬ 
vince. He agreed with him that there was great demand for 
funds for agricultural operations. The people were pot in a posi¬ 
tion to use credit nowadays. It was quite true to sav that loans 
for unproductive purposes were more than for productive pur¬ 
poses. 

Dr. Pant in replying to the statement of Mr. Tnnnan said 
that even if two persons were prepared to guarantee the payment 
of premium on the life-policy taken by a person no bank would 
give loan on the entire sum insured but only on the amounts al¬ 
ready paid as premiums. 



DISCUSSION ON KEGOliATION OF BANKS IN INDIA 


Paper by Principal M. L. Tannan of the Sydenham Oollkqk, 

(Bombay). 

Prof. Vakil of Bombay opening the debate said he would like 
to emphasise the suggestion made by Mr. Tannan, namely, that 
some control should exist over foreign banks. The control 
should not mean that the foreign exchange banks should be 
asked to pack off. The position was this. India had 
in these foieign banks deposits to the value of about seventy crores 
of lupees. So it was quite fair to have some sort of control over 
them to ensuie that, due to some calamity at their head offices, 
the Indian depositor would not suffer out in India. These foreign 
banks held fhe monopoly of Indian foreign trade. There was not a 
single Indian Joint Stock Company to stand competition with 
them. The time had therefore arrived that an atmosphere should 
be created by which sufficient impetus should be given to the suc¬ 
cessful working of Indian <)oint Stock Companies in the field of 
foreign trade. These foreign joint stock companies commanded 
eighty per cent of the foreign trade of India and they encouraged 
foreign commercial houses. If the right atmosphere for the deve¬ 
lopment of indigenous exchange banks were created by certain 
restrictions on the foreign banks, India w r ould have a number of 
successful Indian Joint Stock Banks doing foreign trade. This 
would also encourage the opening up of Indian commercial houses. 

Mr. Ohhablani of Delhi complained that the Joint Stock Banks 
drained away money from non-industrial centres and spent it in 
three presidencies only which had industries. It should be laid 
down that a certain percentage of money collected from certain 
centres must be spent there. 

Mr. Tannan replying to the debate referred to a statement 
made by an earlier speaker that in India they had to carry on 

m 
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their trade in £ sterling. He explained how that was happen¬ 
ing. He said if a Continental merchant wanted to purchase ait 
Indian commodity he would arrange with an Accepting House ih 
London and it was for that reason that a. Continental firm would 
pay in £ sterling, because the continental merchants did not 
have sufficient confidence in the banking firms in India. They 
were, therefore, not prepared to have any direct dealings with 
Indian firms. The Indian merchant had to make arrangement with 
an Accepting House in London to arrange for the shipment of 
goods from the continental merchants whose bill was thus drawn 
on the Accepting House in London. 

The speaker did not agree with the suggestion of Mr. Chha- 
blani that a certain proportion of funds collec ted by a bank must 
be invested in the area from which those funds were collected. 



DISCUSSION ON INDUSTRIAL BANKING 


Papers hy Mr. V. K. R. V. Rao (Bombay), Mr. Lokanatuan 
(Madras), and Dr. «T. C. Sinha (Dacca). 

At the request of the President, Mr. M. L. Darling, whb was 
present among the audience, made some observations. ~~Mr. Darling 
said the major problems of industrial finance had not arisen in 
the Punjab. The Government there had touched upon the prob¬ 
lems of financing cottage industries. They had estimated that 
the output of the Punjabi weavers was about four crores and the 
number of weavers was in the neighbourhood of two lakhs. So 
far they had been able to organise about two hundred societies 
for weavers. He did not know whether any of' the methods sug¬ 
gested by the speakers would help them in the Punjab. But he 
felt very strongly that the basic factor of every kind of finance 
was sound business character. The depositor or the investor want¬ 
ed to find out whether his money was safe and would yield return 
and these two things w'ere dependent upon the character of the 
industrialist. 

Prof. Doraiswamy Iyer said a. good deal of emphasis had been 
laid on the absence of banking facilities as if it were banking 
facilities alone that were responsible for the lack of industries. He 
felt it w’as not the absence of hanking facilities that was responsible 
for industrial backwardness. What w'ere the kinds of industries 
which required finance:'’ They were principally Cotton, Jute, 
Iron, and Steel. One could not say that there was absence of 
hanking facilities for the development of these industries, But 
hanking facilities to them could not be supplied by opening indus¬ 
trial banks which required government guarantee. And the, 
Government was not prosperous apd the general taxpayer could 
not be called upon to guarantee finance for an industry in the , 
promotion of which no adequate capacity had been shown. 
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It was not the German hanking that had been mainly res¬ 
ponsible for the development of German industries but the German 
capacity for investigation, hard work and the presence of a large 
number of experts. Banking* was an accessory rather than a pri¬ 
mary factor. If there was sufficient grit in the industrialist and 
i? he inspired confidence ho could easily find money. 

Mr. Gadgil said there was no question of the relative impor¬ 
tance of the different factors responsible for backwardness of Indian 
industry but that there were certain deficiencies in the banking 
structure and the question before the Conference w T as how best 
to remedy those deficiencies. According to Mr. Kao’s scheme the 
State should give aid to the existing Indian banks and thus give 
their activities an industrial bias. This aid seemed to him to be 
a weakness in liis scheme. To him it seemed that it was quite 
reasonable to experiment with an All-India Industrial Bank but 
to give the existing banks State aid would mean that tbov would 
be jeopardising the natural growth of industries. 

Mr. Ohhablani said he was pessimistic about the success of 
industrial banks. Mr. Darling bad touched the very root of the 
matter. The speaker was rather alarmed on the prospect of having 
provincial industrial banks. He doubted the wisdom of having 
one bank but the speaker had suggested so many. Tie deprecat¬ 
ed the idea of having provincial outlook in the matter of indus¬ 
trial development of India. Such a course would create conflict of 
economic interests w r hich would really mar industrial development. 
For example, it would be deplorable to see the Bombay cotton 
industry ruined because of cheap capital being given by Madras 
or the Punjab Ministers to cotton mills in Madras and Punjab 

respectively. 

* 

Principal Taxman said Prof. Doraiswnmy Iyer seemed to think 
that as far as industries were concerned capital would freely come 
in. He differed with this view. Even the Tata’s had to raise 
money at a very high rate of interest in London. There was 
really a shortage of capital for industries. AH the three gentle- 



586 


REPORT OF DISCUSSIONS 


men who had read papers had admitted that. Therefore the prob¬ 
lem was how to find more capital for financing industrial under¬ 
takings. He did not think that it was possible for the existing 
banks to take up the question of financing industries. The capital 
of Indian banks was too small even for financing commerce, there¬ 
fore they could not be expected to take up the financing of in¬ 
dustries. The speaker personally felt inclined to support the view 
of Dr. Sinha that they should have an All-India Industrial Bank. 
In India there was lack of confidence due very largely to lack of 
education. How they could expect to buy shares or debentures 
when they did not know the difference between shares and deben¬ 
tures? If they wanted to be able to raise money for industrial 
development the people must have a little more education. 

Trof. Kale said that one of the speakers had said that indus¬ 
tries in India were suffering from lack of facilities both in regard 
to fixed and current capital. So far as his experience 
went with regard to banks and protection for industries, he had 
found that the industrialists were complaining of the lack of 
working capital. Even the middle class and the small capitalists 
were feeling the pinch of the difficulty. In addition to the All- 
India Industrial Bank, it would be necessary, in different pro¬ 
vinces and probably in districts, to have industrial banks to meet 
the requirements of those particular places. It went without say¬ 
ing that Indian industrialists were suffering not only from lack 
of fixed capital but also from lack of working capital. He did 
not think that there was any lack of capital as such in the coun¬ 
try. They all knew that whatever savings there were in India 
they were not really mobilised, but the trouble was that that 
capital could not be had at a reasonable rate of interest. 

» 

Mr. Rao in reply to the debate said that he had fully expect¬ 
ed that the economists would not take up his scheme as econo? • 
mists generally were conservative people., Dir. Sinka had told 
them that India should have industrial banks of the type wbifilL 
Japan had but, he had not told them ho# to raise capital for, tJw$; 
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If they got State aid for that bank it would mean State Socialism 
which the speaker doubted if anybody would wish to see. 

As regards the speaker’s suggestion for State aid for creating 
bias in favour of Industries in the banks he said if the existing 
banks were to have industrial departments they might not be in 
a position to have all the industrial experts and in order to enable 
them to have these experts State aid would be necessary. 

Mr. Lokanathan said there were certain advantages for hav¬ 
ing industrial banks of all-liulia character. The provincial banks 
could certainly be started. He emphasised that he never said that 
State subsidies to provincial industrial banks should be on pro¬ 
vincial basis. 

I)r. Kinha replying said that Mr. Chhablani doubted whether 
the industrial banks would be able to raise capital. The industrial 
banks would, said the speaker, act as intermediaries between the 
investors and the capitalists. These banks would have the expert 
staff to examine proposals of industrialists and would give expert 
opinion to the investors regarding the investment of capital and 
thus attract capital. 

He agreed that for short-term capital the technique of the 
prewsent banks could be improved. The real difficulty was how the 
long-term capital could be secured and for that reason they want¬ 
ed industrial banks. 



DISCUSSION ON THE THEORY OF DISTRIBUTION 

Patous by Messrs. I. M. Kapooh (Lahore), and V. L. D'Souza 

(Mysore). 

On an invitation from the President, Mr. Manoharlal of Jjahore 
said in the study of Economics “ Man ” did occupy the central 
position. Prof. Marshall had said that the Science of Economics 
was the study of man and his needs. He had emphasised Man 
as being the centre of study, particularly so in the Theory of Dis¬ 
tribution. The School of Prof. Marshall had throughout adhered 
to this idea, whether it was a question of risk-bearing or reward 
for deferring enjoyment. In other words, the shares in distri¬ 
bution, according to Cambridge Economists, had not fallen into 
the lap of certain abstract hard impersonal things or into the lap 
of abstract capital. Those iliings were not thought of any longer. 
The questions during the last twenty years engaging the Eco¬ 
nomists were “ how could man shake off the miseries by which 
he was surrounded and how <*ould he become better off ? M The well- 
being and welfare of man in society was the critical concept. 
They ought to go ahead in this country with problems which re¬ 
lated to the welfare of Indians working in society without undue 
attention to verbal controversies on theory. 

Mr. Gadgil said by ihe* Theory of Distribution they meant 
different things at different times. If they realised that, all the 
confusion would go. Doctor Cannan had clearly said that in the 
consideration of personal distribution functional distribution was 
not irrelevant. Doctor Cannon's contention came to this, that 
land was limited, but with the development of transport and open¬ 
ing up of colonies, etc., land was no longer limited. 

From the other point of view could they say in the ‘matter 
of national labour that land was not limited? Was it not so that 
the increase in population must be borne by the land India had? r, 
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Indians could not go to Canada or Australia. For the calculation 
of India’# productive resources they had to take into consideration 
the existing land only. And if that was so they were entirely 
justified in saying that land was an agent of production and was 
largely restricted. Therefore they must consider the- return to 
it as being different from the return to capital. 

Mr. ]). N. Uhalla of Kihoro said there was no particular sanc¬ 
tity attached to any particular classification. Various classifica¬ 
tions could be brought into existence for certain specific purposes. 

When they got on to the consideration of problems of taxa¬ 
tion or government expenditure or with wider policies with regard 
to the solution of the problem of inequalities of income and their 
effects on social welfare the distinctions and classifications propos¬ 
ed by Prof. Kapoor would be helpful. 

There was not much strength in Mr. Kapoor’s argument for 
doing away with the classification proposed by classical economists 
on the ground that in certain respects all the agents of produc¬ 
tion had similar characteristics. There could be no clear line of 
demarcation in the classification of any organic or inorganic 
structures. Doctor Marshall had made that clear and laid em¬ 
phasis on it showing how income known as <f pure ” rent of land 
shaded off gradually into a normal return to floating capital known 
as interest, as the circumstances regarding the supply of an in¬ 
strument of production were gradually modified. It was this 
gradual shading off that made him propound the theory of quasi¬ 
rent as lying between and partaking of the properties of rent of 
land on the one hand, and of normal interest on capital on the 
other. 

Mr. Bhalla further pointed out that if simplification was 
sought it might be in the direction of lumping together of capital 
and organisation because very often the two occurred in such 
close association that it was almost impossible to isolate the return 
to the one from the return to the other and not because the two 
were not* logically distinguishable from each other. 
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Prof. Kapoor in reply said even Prof. Caiman said that no 
student in the College deserved the B.A. degree unless he had 
intimate knowledge of Dr. Marshall’s theories. Prof. Marshall’s 
book gave tremendous exercise to the mind of students. It would 
not be claimed by anybody that Prof. Marshall had said the last 
word. If Prof. Marshall’s ideas were given to tde students they 
would attract criticism. 

As no criticism was offered on Mr. D’Souza’s paper he was 
not called upon to reply. 



DiSCtJSRION ON THE TEACHING OF ECONOMICS 

Paper by Rao Sahib Kesari Singh Pancholy, read by 
Mr. D. N. Bhalla. 


Mr. N. C. Daruwala of Ludhiana said he had started the 
learning of Economics at the Bombay University and finished it 
at Cambridge. He agreed with the author of the paper with re¬ 
gard to his suggestions about the collection of data. Statistics 
had made Economics a dull subject. As regards the teaching 
of the subject, so far as the Punjab Government was 
concerned the subject was not taught at all in the 
Intermediate Classes. He did not know why the Government 
was against the teaching of this subject at that stage. 
He made an appeal to the Government to introduce the subject 
in its intermediate colleges particularly because tbe University 
had recognised the disability of doing so in the syllabus of the 
Intermediate Examination. 

Prof. Chhablani said the real difficulty in India was that 
the teachers were not giving enough time to specialise in parti¬ 
cular branches. The very data on which the studies in Eco¬ 
nomics were based was so changing that a man, in order to teach 
a class, had to do enormous amount of work every day. Then, 
again Economics was not receiving a fair treatment so far as 
equipment was concerned. He agreed, however, that the equip¬ 
ments of this subject were costly. For example, if a report of 
the Banking Enquiry Committee was needed they had to spend 
as much as Re. 200. He suggested that the question under dis¬ 
cussion should be adequately discussed at a formal meeting of the 
representatives of al the Universities in India. 

Continuing he said that there was an impression in several 
universities that the larger the number of outside examiners the 
better. The result was that sometimes the teacher was specialis- 
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ing in one direction and the examiner set his papers in the other 
direction. “If you have appointed a particular teacher with a 
particular standard you have to trust him.” 

Mr. Doraiswamy Iyer said Economics was a new subject and 
consequently particular universities branched off in particular 
directions without co-ordination. There might not be standardisa¬ 
tion but there must be some kind of understanding of the way 
in which the same thing should be taught in a particular way. 

One felt that in the organisation of the teaching of Economics 
a great deal of importance ought to be attached to proper study 
of theory, but attention should also be devoted to practical side. 
The writer of the paper however laid far too much stress on the 
practical aspect of the study and seemed to minimise the value of 
the study of theory and the study of a large number of books. 

Mr. I. M. Kapoor said he noticed a tendency among the 
teachers to make the subject easy in order to make it popular. 
His own view was that by making the subject simple they would 
make it shallow and consequently useless. They should teach the 
students what was right and tell them how to sift right from 
wrong. They should give them examples of Economic Fallacies, 
like the term “ utility ” and tell them how to correct them. 

Mr. Lokanathan said in the Madras University they did not 
lay much emphasis on field work, not because field work was 
less important but because at the graduation stage the training 
of the mind was more important. He felt that whatever other 
deficiencies the Madras student might have he had not been found 
wanting in the proper handling of economic probl ems , 

It was not possible to form any correct notion of the whole 
course of Economics unless they took the curriculum of Economic/) 
in a particular university as a whole. In the Madras University 
they had not got the M.A. nor the Intermediate Course in Eqo* 
nomics. He thought that it was to their credit that wi thin three 
years they were able to create such great interest for the subject 
among their students. s,' ; 
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The association of History and Economics was not altogether 
the only form of combination that they could think of. He 
thought that it was increasingly realised that the student could 
not learn Economics unless he had come to the University equipped 
with general knowledge in other sciences. So in the reorganisa¬ 
tion that they were seeking they should not say that only the 
history student should take up Economics. They should welcome 
co-operation with Mathematics, Statistics and other sciences as 
well. Only on a sound school education could they build up a 
sound school of Economics. 

Mt. J. W. Thomas said, not having been long in India, he 
could make remarks only which could not be taken as conclusions. 
He said there was no specialisation of Economics in the Univer¬ 
sities. The impression left on him as the result of attending three 
of these conferences was that every man came to the Conference 
thinking that he was competent to speak on every subject 
(applause). 

They needed students who had good grounding in certain 
general subject for building up in them sound knowledge of Eco¬ 
nomics. A good grounding in English, Mathematics, Geography 
and History was probably essential. The speaker opined that 
one of the most deplorable things in the University system was 
to set certain books to students and to ask them to read those 
books and to tell them that they would be examined on them, 
with the result that students were encouraged in unintelligent 
cramming. 

Mr. Anwar-ul-Hassan, of S. E. College, Bahawalpur, said at 
the present time the study of Economics was theoretical but 
this should not lead them to believe that there was any kind of 
stigma that attached to the students or teachers. It was due to the 
shortage of teachers that they had to specialise first in the theory 
of Economics. Later on they would be in a position to take up 
practical work in Economics. It was not due to any kind of 
ignorance or slackness on the part of those connected with Eco- 
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nomies that they were not able to take up practical study of Eco¬ 
nomic problems but because of their limited resources in teachers. 

Mr. V. K. E. V. Kao said the impression had been created by 
the paper read before the Conference that the Bombay University 
gave a subordinate place to Economics. He said almost all the 
students who appeared in B.A. Examinations took up Economics. 
In Bombay there was a combination of the theoretical as well as 
the practical aspect of this Science. 

Prof. Kale said one of the difficulties was that the profes¬ 
sors of Economics had no control over the syllabus prescribed by 
the Universities. The second difficulty was the deficient material 
(students), with which they had to work. If the student was 
taught in the schools to cram his books then it was very difficult 
to induce him to give up that habit. But in spite of these diffi¬ 
culties the professors should do their best and it was desirable 
that they turned the searchlight inward to see if they could not 
improve themselves and their methods of teaching. 

Moreover there was the difficulty of not possessing good 
libraries. The best thing to do in the classroom was to point out 
the differences between the theory,of Economics and the practical 
economic life around them. 

Rai Bahadur Sunder Das Suri of Lahore said the Punjab 
University had introduced Economics in the Intermediate stage 
in order to create a basis for theoretical teaching that was to 
come up afterwards. The aim was to have much longer course 
for Economics than was possible if Economics was introduced at 
a later stage. 

The discussion concluded by the unanimous adoption of the 
following resolution moved by Mr. D. N. Bhalla and seconded 
by Mr. J. W. Thomas of Lahore: 

‘‘ This Conference strongly feels that time u ripe for a 
full discussion of the question of teaching of Eco¬ 
nomics and with this purpose in view recommends 
. that the Executive Committee of the Association 
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should consider the desirability of placing some defi¬ 
nite resolutions on the teaching of Economics at the 
next Conference in the light of discussions that have 
taken place at this Conference and the suggestions 
which may be reoeived in this connection 
subsequently,” 



THE MATCH INDUSTRY IN INDIA 
Paper by Raja Sir Daya Kishen Katie. 

Mr. Manoharlal, Ex-Minister for Education, Punjab, presided. 

Mr. Manoharlal in the course of his remarks said he con¬ 
sidered the consumers’ interest to be paramount and he would not 
feel justified, as an economist, to shut out foreign enterprise in 
India if that was to the consumers’ good. The policy of protection 
was in itself difficult to justify. Discriminating protection required 
a much stronger case. The permanent cheapness of the product 
would be the deciding factor. He could not understand as to how 
the Swedish Kartell after killing the Indian concerns would be 
able to remove away factories established successfully in India. 
He finally asked the learned reader of the paper if he thought 
that the Swedish Kartell was likely to raise prices to the detri¬ 
ment of the Indian consumer after it had succeeded in killing the 
indigenous enterprise. 

Prof. Kale said he could not agree with Mr. Manoharlal that 
the consumers’ interest was paramount. As economists they had 
to look to the interests of the consumers and producers and to see 
wherein the maximum advantage lay for the country. But he 
wanted to know one thing: Why was it that the Americans had 
not considered it proper to protect themselves against the Swedish 
Kartell ? 

Mr. P. S. Sodhbans of Lahore asked why the match manufac¬ 
turers of India were not organised as joint stock concerns. He 
opined that an indigenous enterprise in match industry would 
be better able to withstand the machinations of the Swedish Kartell 
if it were organised on joint stock lines. 

In reply Sir Daya Kishen Kaul said the Americans had not 
taken any action against the Swedish Match Producers in America 
because they had themselves combined with the Americans ip 
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the manufacture of matches. Indians had made efforts without 
success to form combines of Indian Match Manufacturing Com¬ 
panies. They could not combine with the Swedish Kartell as the 
latter imposed their own terms. He pointed out the difficulty of 
floating a joint stock company for making matches, which was 
that against the competition of Swedish Trust a joint stock 
company would not survive while a private company would. 

Sir Daya Kishen said the protection was needed not in the 
interests of the manufacturer only but in the interests of the 
consumer also. He was of opinion that if by denying protection 
the Indian Match Industry was allowed to die the Swedish Combine 
would hold the monopoly and would force the consumers to pay 
much more than they would pay when the Indian Industry was 
living. 



PRESIDENT’S CLOSING SEkAEKS 


In closing the session of the Conference, Dr. Pramathanath 
Banerjea, the President, said: 

“ My first word will be a word of thanks to you for the 
manner in which it has been possible for us to conduct the pro¬ 
ceedings of this Conference. You have given me a great deal 
of indulgence in this matter and I hope, if I have appeared to be 
hard on any of you—(cries of ‘ Not at all ’)—you will pardon me. 
Sometimes it has been incumbent on me to impose time limit on 
speeches, otherwise it would have been impossible to finish our 
deliberations in time. Besides, there is limit to your own 
patience. Although the students of Economics are expected to be 
patient, there is limit even to their patience. I shall now follow 
this rule and therefore shall not inflict a long speech on you.” 

“ We have discussed four important questions. The place of 
honour was given rightly to the question of Labour. labour, 
of course, is the most important factor in Industry and, therefore, 
those who urged adoption of steps to improve the existing condi¬ 
tions of labour in this country deserve our thanks. I am glad 
that a great deal of work has been done in this connection in the 
past, in the study of labour conditions, the study of wages, the 
study of housing, of labour and so forth but a great deal still re¬ 
mains to be done and I hope and trust that Economists will devote 
their attention to the investigation of this problem. But while 
I regard labour as one of the most important factors in Industry 
we should not ignore the other factors, nor should we think that 
there is a necessary conflict between labour and other factors in 
the question. It would be wrong to expect other investigators to 
consider every aspect of the question in detail but it is very de¬ 
sirable and incumbent upon us to have a very comprehensive look 
on the whole question. Otherwise pur very object may be de- 
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feated, if we look only at one aspect of the question ignoring the 
other aspects. A great deal has been said about special condi¬ 
tions. Conditions differ in this country from those of other coun¬ 
tries. But too much emphasis must not be laid on these differences. 
The phrase * India is India and England is England 9 does not, 
to my mind, convey any meaning. On the other hand if we say 
that ‘ India is in the main an agricultural country whereas Eng¬ 
land is overwhelmingly industrial, and therefore, the main ques¬ 
tion of India is that of agricultural labour, and the main question 
of England that of industrial labour/ that position can be under¬ 
stood. But even in regard to that we must consider whether it is 
necessary to make up the leeway in this matter or not. For in¬ 
stance in England the cry is ‘ Back to the country/ but our cry 
should be ‘ Develop manufactures/ ” 

4< Coming to the second question, namely Banking problems, 
very interesting papers w^ere read and prolonged discussions held 
on these papers. This is a subject of great importance at the 
present moment and this subject will also be discussed at the 
next Conference. It is not, therefore, necessary for me to make 
any observations on this subject at the present moment. We 
discussed this subject from three points of view—questions of 
general banking, questions of industrial banking and the regula¬ 
tion of banks.” 

“ In the General Banking we discussed various questions 
such as establishment of Reserve Bank. This was at one time a 
living topic and it is going to be a live topic in the course of the 
fcext year or two. Industrial Finance is undoubtedly one of the 
greatest needs of the country but whether the problem is to be 
tackled by giving industrial bias to the existing banks or by the 
establishment of industrial banks in different parts of the country 
is the question worth our consideration. The regulation of 
banks is also a very important matter but in this matter a great 
deal of cautipn will be needed. We must see that unsatisfactory 
methods do hot continue in future but at the same time regulation 
F. 28 



600 REPORT OF DISCUSSIONS 

should not be of such a character as to hamper the growth, of 
banking in this country.” 

“ The third subject which we discussed was the theory of 
Distribution. In this connection we had two schools of thought, 
namely, the Cambridge School and the London School and we 
had the advantage of hearing an eminent representative of the 
Cambridge School, a pupil of Prof. Marshall. But to my mind it 
seems that the difference is one of emphasis. There is no real 
difference between the ultimate goal of these schools. And in 
India we are not followers—we are not expected to be the blind 
followers—of either of the two schools (applause). We should 
take the best that we find in both/’ 

“ Lastly, gentlemen, w T e considered the question of teaching of 
Economics. When I began my career as a teacher, more than 
25 years ago, Economics was not a separate subject by itself. 
Since then the importance of the subject has grown and today 
it forms a very important subject of study, almost in every Uni¬ 
versity in India. In Calcutta a great deal of attention is devoted 
to the study of this subject and it has been so popular there that 
in our new 5th Year Clafts it has attracted the largest number of 
students as compared with students who have taken other sub¬ 
jects. But while this may be regarded as very satisfactory we 
should also be on our guard against any unsatisfactory features. 1 ’ 

“ Previous speakers laid stress on various aspects of the ques¬ 
tion and I think there is a great deal of truth in the views ex¬ 
pressed by them and the criticisms levelled against the present 
system of teaching in most of our Universities. But I do not 
think we ought to adopt the policy of let alone or the policy of 
drift but we must see and find out wherein the difficulties lie and 
try to remove them. But even in trying to remove them we must 
be patient. We must be patient with the existing circumstances 
of the country and we must remember that the material we haw 
to use cannot be improved in a day. There are a few things which 
occur to me at the present moment which are of utmost import an ce* 
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In the first place one of the speakers laid stress on investigation. 
That is very necessary but reading should not be discouraged. 
As a matter of fact it should be the effort of every teacher to 
encourage as much of reading by the students as possible. Short 
cuts should always be discouraged. Notes and cramming of books 
should also be discouraged/* 

” I have said so far regarding reading. The lectures should 
be delivered by the teachers in such a way that they may be in¬ 
teresting and may at the same time bring fruitful results. It is 
very necessary on our part to make the study of Indian Economics 
interesting. Unless we make it realistic, the subject will not 
be found interesting and the study will not have fruitful 
results.” 

“ Indies and gentlemen, there is one other aspect of the ques¬ 
tion which T would like to place before you. And that is that, 
while we specialise in our different lines of study, we should not 
forget that Economics is an organic whole. And while pursuing 
our different lines of study we should co-operate with one another 
in arriving af a general harmonious result. This co-operation in 
efforts is also needed in order that the teachers of Economics in 
this country may be able to make an impiession not only on the 
Government but also on the Economic thought of the country. 
If we adopt a policy of co-operative effort and if we eschew all 
feelings of rivalry, envy and jealousy there is no reason why 
Indian Economists should not find an honoured place among the 
Economists of the world.” 

“ One last word. In appraising the study of Economics we 
should not ignore the value of ideals. Hard-headed though we 
may be we are not hard-hearted, I hope (applause). The useful¬ 
ness of ideals should be recognised by all of us. And I think we 
ought to be actuated by the highest of ideals which to my mind 
is service of our motherland and of humanity (cheers).” 

Mr. Kale proposed a vote of thanks to the President and eulo¬ 
gised the manner in which he had conducted the proceedings pf 
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the Conference. The vote of thanks was carried by general accla¬ 
mation. 

Doctor Banerjea then thanked Prof. Kale for the kind words 
in which the latter had referred to him and proposed a vote of 
thanks to the Punjab University for inviting the Conference to 
Lahore and to those in charge of the management of its affairs 
for the excellent arrangement made for the comfort and conve¬ 
nience of visitors. He congratulated Messrs. Bhalla, Sondhi and 
Thomas and all the volunteers for all that they had done and to 
which the success of the Conference was mainly due. 

The Conference concluded its session with a few words from 
Mr. D. N. Bhalla who spoke on behalf of himself and his co¬ 
workers. He thanked the members and the delegates for the 
excellent way in which they responded to their invitation and for 
co-operating with the local officials and volunteers to make the 
conference a success. 

Mr. Bhalla also thanked the Vice-Chancellor, Mr. Woolner, 
for his help and guidance given at all times and most ungrudging¬ 
ly, and also the other co-workers and the volunteers for showing 
a true sporting spirit and for playing up wonderfully well at a 
considerable sacrifice of their time and convenience. 



OURSELVES 


Mr. S. K. Rudra handed over charge of the Managing 
Editorship of the Indian Journal of Economics to the present 
Managing Editor in jApril 193(0. He had been the Managing 
Editor for about six yfehrs. We take the opportunity of noticing 
his services to the Journal in this issue because it is the chief 
issue of the volume. 

During the period that he was in charge of the Journal Mr. 
Rudra devoted himself with earnestness and honesty to the service 
of this organ. Under him the finances of the Journal improved 
considerably. Mr. Warburton, his immediate predecessor in 
office, left him with Rs. 114-12-3 as cash in hand, Rs. 160-7-5 in 
current account, and Rs. 1000 in fixed deposit account. In April 
last when we took over charge the cash in hand stood at Rs. 110, the 
current account at Rs. 242 and the fixed deposit account at 
Rs. 4000. Then, the agreement between the Departments of 
Commerce and Economics of the Allahabad University, that are 
responsible for issuing the • Journal, and the Indian Economic 
Association whose organ it is, was put on a sound basis to the 
mutual satisfaction of the parties. Also the Journal came out as 
regularly as the exigencies of the situation permitted, 

Mr. Rudra also rendered considerable service to the Journal 
by writing regularly notes on Labour for it. 

We are certain Mr. Rudra’s services to the Journal will be 
appreciated by all those connected with it especially by the 
members of the Editorial Board. 

Although Mr. Rudra has given up the Managing Editorship, 
we are glad to note that he continues as one of the Editorial Board 
and is of great help to us. 
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Profit and Loss Account for the year ending 
31st May, 1930 


Rs. a. p. 

To Printing JfJSiH)) 2 > 819 15 0 

„ Paper 60 ^q^q ■ 698 3 0 

„ Postage... 590 0 0 

„ Stationery & Offioe 60 0 0 
„ Salary ... .. 810 8 0 

„ Bank’s Commission 9 8 0 
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,. Depreciation ... 60 0 0 

Rs. 4,851 2 0 


Total Rs. 4,851 2 0 


Rs. a. p. 

By Subs. toVol.X...8,917 3 0 
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„ Advertisement... 120 0 0 
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Khatri & Co. ... 30 0 0 
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Fixed Deposit ... 4,000 0 0 
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Cash in hand ... 110 3 9 
R.M. Sinha ... 100 0 0 
Bhagwati ... 21 0 0 

Members of I.E.A. 84 0 0 
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Data Shankab Dubby, Radha Mohan Sinha, G. D. Kabwal, 

Trtaturer, Accountant. Managing Editor. 






Indian Journal of 
Economics 

VOL. XI i APRIL 1931 \ PART 4 


FLUCTUATIONS OF RIVER AND ECONOMIC LIFE 
IN A DELTAIC REGION 

BY 

Radhakamal Mukerjee, 

University , Lvcknotr. 

The Ganges though a relatively old river has proved a great 
rover and land-breaker in the deltaic region where great shiftings 
of population and prosperity have taken place even within the 
historic period. Formerly the Ganges passed through Purnea, 
Kajshahi, Dacca and Barisal districts, and a chain of jheels and 
morasses which extend from Purnea to the sea even now' mark the 
old bed of the Ganges. The Ganges then forsook this course in 
favour of the channel through which the Bhagirathi now passes. 
The Ichhamati and the Koosi then came into existence, occupied 
portions of the forsaken channel of the Ganges, and followed in¬ 
to the Brahmaputra. The Ichhamati, a name which is still used 
for different rivers in Dinajpur, Nadia, Jessore and Dacca be¬ 
came a most important river, probably the different Ichhamatis 
formed parts of the said river, and was all the way the continua¬ 
tion of the older course of the Ganges. On the banks of the 
Ichhamati the most ancient Portuguese settlements grew up 
Rampal, the ancient capital of Bengal, was situated near the junc¬ 
tion of the Ichhamati with the Brahmaputra. Not far from the 
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river Iswaripur the ancient capital of Pratapaditya was also locat¬ 
ed. For hundreds of centuries the main stream of Ganges flowed 
through the channel of the Bhagirathi or the Hooghly. Karna- 
suvarna, Navadwip, Katwa, Saptagram, Triveni, were ancient and 
famous cities on its banks, and the Ganga-Sagar, where the river 
met the sea had been a sacred place of pilgrimage. Towards the 
west, the direction of the Bhagirathi was circumscribed by a belt 
of stiff clay and beds of nodular limestone, but in the east the 
river changed its bed from time to time. The Ganges again shift- 
ed its course eastward and its first important step in this direc¬ 
tion was the Nava-Ganga. The river is marked in old maps all 
the way from Damorda on the Ichhamati in Krishnagar district 
to the morass in the Barisal district above the Haringhata Chan¬ 
nel. Above Damorda it passed through the Meherpur subdivision 
and the disconnected embankments known as the Laltakuri em¬ 
bankments in Murshidabad probably mark the site where 
it took rise from the Bhagirathi. In the sixteenth century' 
the Ganges shifted its course further to the east and 
excavated the channel known as the Padma, which has now 
become the main course. Probably this eastward move¬ 

ment of the Ganges was due to the denudation of trees—the jun¬ 
gle slopes in north and west, which led to an early silting up of 
the historic channels. Barind as well as Rayha, North and 
Western Bengal were settled and populated much earlier. The 
Burhi Ganges was the earlier channel of the Ganges, and was 
described by Manrique as the famous Ganges. Dacca situated on 
the banks of the Burhi Ganges, rose to be an important trade 
centre and became the royal capital in 1G08. Ralph Fitch de¬ 
scribes Dacca in 1856 as abounding in rice, cotton and silk goods. 
The author of the Rinz-us-Salatin describes Dacca during the last 
years of the eighteenth century thus: “ This city is on the hanks 

of the Budhiganga, and the Ganges, named Padma flows three 
* kos ’ distant from this city.” 1 In 1801 Dacca was estimated to 

l Translation by Abdno Salaru, p. 3c. 
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have a population of two lakhs. Towards the end of the eight* 
eenth century there were great floods the effects of which were 
far-reaching on the land surface of Bengal. It is during floods in the 
delta, when the whole country is one stretch of inland seal and river 
banks disappear, that the rivers usually change their courses. 
There was a great flood in 1770, when the Damodar inundated large 
portions of Central and Western Bengal. The Damodar then 
left its old channel which joined the Hooghly near Katwa in Burd- 
w r an District and joined the Hooghly after passing through 
Balasore 35 miles below Calcutta. The decline of the Hooghly has 
since been very rapid. 

In 1787 the Tiesta floods worked even greater havoc in 
Northern Bengal. The Tiesta formerly flowed to the Ganges, but 
ihe floods forced a larger passage for themselves to the Brahma¬ 
putra of which the Tiesta has since been a tributary. Almost a 
hundred miles separate the old from the new confluence at Phul- 
churi Ghat. 

At that time the Brahmaputra flowed far away to the east 
through Mymensingh, and joined the Meghna at Bhairab Bazar. 
A still older channel of the Brahmaputra which was of great 
sanctity passed through Kalagaehi and Rampal, the capital of 
Ballal Sen in the Dacca district and joined the Meghna at Raj- 
bari. Rampal was situated on the western bank of the river 
Lohitya, which is the ancient name of Brahmaputra. It is prob¬ 
able that the whole of the channel of the Brahmaputra to the south 
of Agrasindhu having silted up, the river took an easterly direc¬ 
tion and joined the Meghna first at Narsingdee through the Arial- 
khan Channel and then at Bhairab Bazar. The continual pro¬ 
cess of elevation of the tract of old alluvium lying between the 
old bed of the river and the Arialkhan and the great earthquake 
of 1762 are responsible for the eastward course of the Brahmaputra. 
But even this was temporary. A similar process of silting up on 
a large scale seemed to have been going on in the upper reaches 
of the Brahmaputra, and a large volume of water was by pow 
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flowing through the Jenai or Jamna Channel. This was probably 
partly due to the changes occurring in the Madhupur jungle, 
partly to the effects of the Sylhet bih> but the consummation of 
the change was largely effected by the violent floods of the Tiesta. 
Since 1787 the main stream of the Brahmaputra has followed the 
Jamna river joining the Ganges at Goal an do and the other streams 
are silted up and useless for irrigation. About the beginning of 
the nineteenth century, it occupied its present bed and flowing al¬ 
most due south joined the Ganges somewhere near Goalando, and 
effectually checked its further progress eastwards. At the time of 
the Revenue survey it was found that further south the two rivers 
have deserted the Aria!khan bed and have gone away eastwards 
and later still they joined the Meghna at Rajbari. In its upper 
reaches the Meghna is known aw the Surma. It flows between 
Sylhet and Mymensingh, and between Dacca and Tippera and 
joins the Ganges between Narayangunj and Chandpur. The 
combined river enters Bakarganj with a width of some ten miles, 
but it then opens like a fan, forming three channels with two great 
inland wedges in between two of which reach the Bay independent¬ 
ly. The western channel 'lisa Tentulia river, which is a conti¬ 
nuation of Arialkhan bed has been shoaling for years. It is 
inevitable that the Arialkhan bed which was formerly the main 
channel will decline as one of the many of the internail rivers of 
Bakarganj. Great changes have been going on in the estuary. 
In the mainland of Bakarganj formation is practically complete 
although the level of the land will still no doubt slowly rise. 
Within a century the main stream of the Meghna has moved twenty 
miles eastward. The great rivers are now concentrating their 
attention upon the watershed which divides this main land from 
Chittagong, and the view is held strongly that the twentieth cen¬ 
tury will see the development of the eastern part, of the present 
estuary into a more or lass solid Mock of land. 2 


2 See Jack, Bakarganj Settlement. Report, p. 9, 
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Before we discuss the effects of the constant changes of the 
courses of rivers in the delta, let us pause for a moment to con¬ 
sider the causes of such changes. Kergusson in a very interesting 
account of the recent changes in the Gaugetic Delta points out 
that one great peculiarity of the deltaic rivers is that they oscillate 
in curves, the extent of which is directly proportional to the 
quantity of water flowing down the channel. Owing to this oscil¬ 
latory movement the current strikes alternately on its right and 
left banks, and as a practical consequence there is found on one side 
of the river an almost perpendicular bank more or less elevated 
above the stream, according to the season, and with deep water 
near it, and on the opposite side a bank shelving away so gradual¬ 
ly as to occasion shallow water at some distance from the margin; 
a succession of this state of things is observed in going up or down 
the river. At every point where the current strikes the bank there 
is a tendency of the river to force its wav through it, and should 
the current be sufficiently strong to force itself through the oppo¬ 
site bank, and should the land beyond the bank have a greater slope 
than the bed of the existing channel, a new channel is sure to be 
formed. The condition as regards the slope of the land, though 
not the immediate, is the most important cause of the shifting of 
river-channels in the deltas and it is fulfilled thus. 

The silt borne by a river, which owing to its passing through 
a comparatively level tract of country has turned from an exca¬ 
vating into a depositing agent, is accumulated partly on the sides, 
thus gradually embanking the river, and partly on its bed. These 
two things go on simultaneously till the banks having been raised 
over the inundation 'level, almost the whole of the silt that is not 
carried to the sea is laid on the bed of the river, which is thus 
gradually raised, and at length it becomes higher than the low 
land beyond the raised banks of the river. The river then falls 
into this, and going through the same process it fills that depres¬ 
sion and then goes on to the next; after a long cycle of years it 
comes back again to the country it at first left. In passing 
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through a country which has thus been abandoned by a river we 
meet, with a succession of raised grounds marking the positions 
the river banks occupied at different times, and the land between 
them sloping in the direction opposite to that which the river took 
in shifting its course. 

The rivers begin the work of land-formation and man com¬ 
pletes it. Thus man first settled on the tracts which are covered 
now by the older alluvium. Such tracts have now become more 
or less high land interspersed with ridges and the rivers here are 
hill torrents subject to sudden floods of rain; they never inundate 
the country for any length of time. Thus the region does not 
possess the extraordinary fertility of the newer deposits. Winter 
rice here can he cultivated successfully only in the depressions and 
drainage hollows. Tn the uplands embankments, ridges, tanks as 
well as reservoirs are necessary for the cultivation of rice. 
The farm practices and methods of irrigation in Gaya, Monghyr, 
Birbhum, Midnapore and Burdwan are similar. The uplands are 
used chiefly for spring crop; while in the low-lands elaborate me¬ 
thods of irrigation are resorted to for the success of rice cultiva¬ 
tion. It is also not at all extraordinary that in the heart of the 
unfinished Delta where we have crops of the old alluvium, the 
farming methods and practices of Old Bengal have transplanted 
themselves. In the Dacca District the transplanted paddy is 
grown in two different classes of land. Such constant fluctuations 
of the river beds and river banks must produce their effects on the 
population; and, indeed, the consequences are larger, the mightier 
the rivers and the greater the changes of course. There is hardly 
any district in Bengal which is not strewn with old river beds 
and which has not its deserted cities and forgotten empires. 
Each such old river-bed is itself but a representative of others ob¬ 
literated by nature or man; each signifies a dislocation of human 
settlement. Now the sand-banks and mounds whisper a tragedy 
of abandonment, flood or disease. Kamasuvama, Tamluk and 
Danton now marked by small mounds, Gaur reduced into a dense 
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forest from a city on the roofs of whose buildings one could walk 
miles in any direction. Triveni, once a famous commercial em¬ 
porium now a mere bathing ghat. Nadia, the old capital of the 
Sen kings, swept away by a sudden change in the course of the 
Bhagirathi in the beginning of the nineteenth century, Sonargaon 
on the Meghna the ancient Mussalman capital of Bengal and an 
important port, but reduced to a village at the time of Akbar, 
Murshidabad, the last capital of the Nawabs of Bengal and Cossim- 
bassar, the busy silk town and health resort of the East India 
Company, now malaria-stricken villages,—all testify to the vagaries 
of the rivers. The Padma in particular has been a great destroyer, 
and, in one portion of the channel called the Kirtinasa because 
the sport it made of Sripur, the far-famed capital of Kedar Roy, 
one of the last independent rulers of Bengal and the hero of a 
hundred naval fights. Political power, industry and trade have 
shifted in the history of Bengal with the constant changes that 
the river courses have undergone and are undergoing still in 
an unfinished delta like that of Lower Bengal. Not less 
far-reaching have been the effects on settlement and cultiva¬ 
tion. 

Agriculture is difficult in the older alluvium and easy in the 
new. Thus as the rivers advance capturing more and more fresh 
land from the sea man follows in their wake and successfully takes 
up the work of land-reclamation. Thus civilisation is carried ever 
onward by the current of the land-forming rivers. The greater 
fertility of the new alluvium brought down by the new active 
rivers leads to an enormous multiplication of population along 
their banks, thus civilisation is kept always on the move. The 
upper and western portion of the delta in the meanwhile bec omes 
moribund when the rivers that built it die or deteriorate. Both 
fertility and population diminish in the inactive delta, but a new 
prosperity emerges in the Eastern tracts which a few decades back 
were covered with dense forests, and interspersed with swamps 
and lagoons, now gradually filled up by the active rivers. T v he 
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transformation is effected by a process which is somewhat as fol¬ 
lows: There is very little high land in the region occupied by 
the new alluvium, the only elevated parts being narrow ridges on 
the banks of the larger rivers. Such ridges are due to the stupen¬ 
dous amount of silt hurled by the river; sometimes these are sandy 
and in a state of constant change, hardly allowing man to obtain 
a foot-hold. But often these are stable and fertile. At first these 
are used as pasture grounds, but gradually agriculture and settle¬ 
ment become permanent here according to the age and fertility 
of the new deposits. Belts of trees grow along the banks and 
stabilise the settlement : the interior of the plain becomes gradual¬ 
ly studded with villages built upon artificial mounds of earth 
raised above the height of the inundation. These little islands 
vary in extent, some of them affording room for huts of two or 
three families of cultivators with their cattle, while others are of 
considerable size and covered with villages and gardens. In the 
lower delta there are no village sites. Each hamlet consists of 
four to six houses (to each house a family); these are built of 
mat and thatch on a high plinth, composed of earth thrown up 
from the surrounding moat; they are enclosed by a wall of palms, 
bamboos, areeanuts and mavdar. Such hamlets cluster usually 
along the banks of the smaller streams so that there might be 
less danger from inundation. From such settlement the land 
gradually slopes inwards often meeting a similar incline from 
some other river; and chains of basin-shaped marshes, frequently 
of great extent are thus formed. The entire tract is traversed by 
numerous streams and offshoots of the rivers and by marshes and 
jheels and is subject to anuual inundations which leave a top-dress¬ 
ing of inexhaustible fertility. Thus the land of the active delta 
may he classified as follows: (1) The chart: of the oldest forma¬ 
tion present much the same appearance as the main land; there 
are villages consisting of little groups of houses surrounded by 
mandar trees and palms with intervening stretches of rice-field. 
The varieties of rice grown here are usually ous aud transp la nted 
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aman under conditions of flush alternating with floods when it 
does not exceed a height of say 2J feet in the flood season. (2) The 
newer chan are marked by the absence of trees, and consist gene¬ 
rally of a uniform cultivated plain intersected with numerous 
khals, with here and there hare patches where the soil is unfit 
for cultivation, aman sown broadcast or transplanted is usually 
grown in these formations. (3) Yet younger formations are the 
banks barely above water, but covered with grass on which herds 
of buffaloes may be seen grazing. In the immature chars of the 
large number of active rivers in the lower delta, there is an abun¬ 
dant collection of grass which is used for fodder and thatching. 
Gradually vegetables like water-melons, Khira, cucumber, etc., 
are grown in succession. Boro rice is grown in chars and swamps 
where the flood is too deep for aman during the flood season and 
which becomes too hard and dry for aus and jute during spring. 
(4) Youngest of all are the banks of mud and sand emerging from 
the river only when the tide is low\ and still of no value blit to 
the fishermen. All along among these chars and islands may be 
seen traces of constant change, upright or overhanging banks mark¬ 
ing the places where the river is cutting away the dry and gently 
sloping banks those where new land is forming. 3 The soil of the 
newer chars requires little preparation. Cows are used as well as 
bullocks for ploughing, and on the chars buffaloes are employed. 
It is estimated that three pairs of bullocks can plough an acre in 
six hours. A pair of oxen would suffice for cultivation of a 
plough of land equal to five or six acres and that a pair of buf¬ 
faloes could manage nearly twice that area. 

In alluvial formations owing to the excess of deposit on the 
edges, the waiter flows inwards from an elevated surrounding and 
enclosing ridge to a central basin, from whence it is conducted to 
the exterior, along water-courses piercing through this surrounding 


J Webster, District Gazetteer, Noakhali, p. 3; also Jack, Economic Life of a 
Bengal District. 
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ridge. 4 This order is followed not merely in tidal districts like* 
Bakarganj, but in all alluvial formations, however elevated, as 
for example in Sylhet. Each of the drainage circles or districts 
possesses its central basin or reservoir of swamp towards which the 
surface slopes in every direction from the exterior. On the ex¬ 
terior edge of the area where it abuts in the large tidal river (which 
everywhere divide one drainage circle from another), the land is 
well raised and covered with villages. The intermediate space is 
covered with rice cultivation, and the centre is a lake or bil vary¬ 
ing in size and depth with the season of the year. The older 
alluvium on the banks of the rivers is usually a coarse light sand, 
on which jute and aus paddy are more successfully and extensive¬ 
ly grown. Throughout the new delta, avs is grown on the com¬ 
paratively high and sandy deaara lands. The am paddy grows 
to a length of three to four feet only and cannot be grown on lands 
on which more than two feet of water accumulate during the early 
monsoon rains; it does not also rise with the rise of the water, as 
in the case of aman. The soil on the margin of the j heels is often 
a stiff black day, well suited to the long-stemmed rice, which lives 
and thrives under several" feet of flood water. All the low lands, 
sides of the marshes and low plains in the delta on which from 5 
to 15 feet of water accumulates during the rains, are selected for 
the aman crop. The aman has a remarkable power of growth, fre¬ 
quently shooting up to the extent of one foot in the course of a 
single day as the flood-water rises and in the case of some varieties, 
such as rayenda and ba#a, attaining a length from 10 to 20 feet. 
Crops and farming practices are adapted to the changing character 
of the land and the soil. In the shifting chars which rise and 
disappear within a few months quick-growing varieties of boro 
paddy which require little human attention are grown. In some 
of the islands of the Padma larg'e areas of land are sometimes to 


^ Calcutta Review, Yol. XXXIX, No. 78, Pellew’s article; Fergus son, Recent 
Changes in the Ganges, Journal of the Geological Society of London, Yol. XIX. 
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be seen almost on the same level with water at a low tide, covered 
with mud so soft and deep that there is great danger of one going 
there being buried alive. The peasant here has discovered a me¬ 
thod of cultivation to grow boro paddy on it, known as the lepi. 
No ploughing, harrowing or anything of the kind is needed, nor 
is it possible on such lands. All that is necessary is simply to sow 
the seeds broadcast and plaster (lepa.) the mud over it. This is not, 
however, an easy task owing 1o the unstable nature of the ground. 
The peasant who sows has to support himself on plantain trees or 
a raft of bamboo. The land is flooded at every tide, but that does 
not injure the seed on account of the mud over it being plastered. 5 
In the Meghna chars as well as boro is sown broadcast when the 
chars are uncovered in April, and remain a moist mud until the 
water rise again. The rice grows very quickly as it must be reap¬ 
ed in the chars before the heavy flood. It is capable of growing 
very fast as much as six inches in a day and in the bils the stem 
is extraordinarily long sometimes being 15 and even 20 feet. The 
crop is, however, very precarious as a very sudden rise will com¬ 
pletely destroy it. Tn more sandy areas grasses such as Kaun or 
Karcha are at first grown with the intention of assisting the clayey 
matter; sweet potatoes can be grown with success at an early stage 
and it is only after an existence of several years that crop of jute 
or mnan can be grown with success. 6 In some areas in Bakarganj 
the cultivators grow’ an early rice called shatiya because it is said 
to remain in the fields for 60 days. The land is ploughed and re¬ 
ploughed quickly five or six times and the seeds are sown broad¬ 
cast. Thus man has learnt to fight even with such a changing 
scene. Instances are not uncommon of the same char being twice 
washed away and twice reformed and inhabited within the short 

5 For a description of agricultural methods and practices in the delta, see 
A. C. Sen, Report on the System of Agriculture and Agricultural Statistics of the 
Dacca District which is freely used in this chapter; See also Jack, Bakarganj 
Final Settlement Report. 

$ See Ascoli, Final Settlement Report of Dacca, p. 15. 
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space of twenty years. Thus man has lived and thrived on the 
mighty rivers which form the main source at once of his water- 
supply, of drainage and irrigation; and his health and crops suffer 
when the river brings a low flood. We read in the Dacca Survey 
and Settlement Report: “ The land depends for its fertility on 
the deposit of silt left by ihe flood; the crops depend for nourish¬ 
ment on the waters of the flood. A low flood will accordingly fail 
to fertilise and irrigate the high lands; a normal flood will bring 
water and leave silt behind it; an excessive flood will drown or 
sweep away the crops; and instead of depositing silt will scour 
away the earth; silt is deposited more by slow than by fast mov¬ 
ing water.” Further when the flood is low there is no flush or 
drainage of the higher lands and stagnant water accumulates in 
pools, causing malaria and epidemics of cholera and small-pox in 
the deltaic tract. 

The change from a less advanced to a mature stage of forma¬ 
tion of alluvium also governs largely the crops and farm practices. 
In tracts where the delta formation has sufficiently advanced, a 
stiff clay ultimately supersedes a more or less coarse sand. This 
change is very gradual and slow but it ultimately changes the 
cropping. paddy supersedes a ma n and such crops of the up¬ 

land such as cotton. Oil-seeds, gram and pulses become more and 
more important. A long-period settlement also leads to the loca¬ 
lisation of village industries and workshops and permanent markets 
usually arise on the banks of rivers which have ceased to be way¬ 
ward. But fortune is very precarious in a deltaic tract. Indus¬ 
tries and markets shift elsewhere when the rivers seek new channels. 
Thus the delta is full of vestiges of abandoned market places. 
When the creeks become too shallow for navigation, fleets of 
bazar-going boats would come and go with the ebb and tide and 
introduce a brief animated scene in a backwater. Elsewhere the 
people go off for a whole day in their long dugouts or canoes, which 
every family must possess for the purchase of daily necessaries, to 
a distant hdt which periodically assembles, Probably a dozen 
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markets will be within boating distance and thus there is an oppor¬ 
tunity to compare prices. Such journeys are not without their 
risks but the people take to the water like fishes. In the new 
delta, the rivers, creeks and other water-courses are the highways 
and boats are by far the most important conveyances. The boats 
used for goods or passenger traffic are of considerable size and 
there are various types and forms, adapted to the needs of navi¬ 
gation in the various rivers. The boats which the cultivator’s 
family possesses are of the smallest size and are without any cover 
or fixed helm. Such boats are mostly used during the rains in 
bringing fodder for the cattle and harvested paddy from the fields 
or in going to the markets or for friendly visits. The poorer 
classes of cultivators make use of rafts made of plantain trees and 
earthen tubs. Eoads are few and short, indeed these especially 
when bridged are not much wanted in the delta and sometimes 
prove detrimental to country traffic. In the district of Bakarganj 
with an area of 2,427 square miles, there are now 387 miles of road 
only. Canals and artificial water-courses are more useful in the 
rural economy of the delta; and new creeks used to be excavated 
by old kings and zamindars to save distance for boat communi¬ 
cation or to avoid dangerous journey across the larger rivers. Jack 
graphically describes the risks of a journey in this part of the 
world: “ High winds range for weeks together so that light craft 
cannot venture upon the big rivers; yet for a journey on foot, you 
must needs be at once an amphibian and a monkey, prepared at 
every q\iarter mile to wade a shallow stream or swim a deep one, 
to balance giddily on a bamboo bridge where a false step means 
a bath in only mud and finally to reach a wide river and to wait, 
it may be for hours, until the reluctant boatman of a passing boat 
consents to ferry you across.” In a year of normal flood the 
cultivators need not reap the winter crop in water as the aus fields 
are high and dry, but jute must be reaped from under waist or 
breast-deep water and from boats. Sometimes when the flood is 
high .and heavy, the most assiduous toil of the peasant, working 
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day and night under water cannot save the harvest. Thus eco¬ 
nomic life is most uncertain. All the labour and capital invested 
in homesteads and plots would often go to nothing when the 
treacherous river cuts the bank and swallows up the settlement. 
A homestead in the delta is therefore seldom permanent for two or 
three generations on the banks of the larger rivers. Houses are 
seldom built of brick and stone as in the upper delta but are 
corrugate or tin sheds, which can be easily removed in boats for 
settlement elsewhere when the river threatens both life and pro¬ 
perty. On the other hand, while the rivers often devour villages 
and cultivated fields they would also bring a fortune quite unaware 
by throwing up new sandbanks adjoining one’s plots and home¬ 
steads and thus what requires generations to build comes as a gift 
from heaven within a few short years. Then there arises litiga¬ 
tion among superior or inferior landlords and tenants. Indeed, 
whenever sandbanks or small islands are thrown up in the midst 
of the stream or near one of the banks, there are contending claim¬ 
ants who assert their rights and take possession of such lands in 
a incredibly short time; this sometimes leads to serious disturb¬ 
ances of the public peace. Life under these conditions is full of 
strange happenings, it has its under-currents, tides and whirl¬ 
pools like those of a river leading man he knows not whither like a 
wisp of straw. 

Not merely agriculture and the general social and rural life 
of the people, but the movements of trade and commerce as well 
are stamped with the delta-building activities of the rivers. The 
Ganges estuary has had a chequered history, with which is con¬ 
nected the rise and decline of the sea-ports of Bengal. About 
the time of the Buddha and possibly earlier, sea-going vessels used 
to be laden with the merchandise of the Ganges plain from Benares. 
The next important commercial emporium was Pataliputra situat¬ 
ed at the confluence of the Ganges and the Son (Hiranyabaha Gk. 
Eranboas) which rose into importance under the Mauryas. During 
this period another important port was Champa (modern Champak* 
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nagar 24 miles east of Bhagalpur). From this port passengers 
used to depart for Suvarna Bhumi (Burma), and for Taprobane 
(Ceylon). Then across Tamralipti (modern Tamluk) which is 
mentioned in the Ceylonese Buddhist Chronicle, the Maha Banea. 
In the Periplus (1st century A.l).) there is a reference to a port 
on the mouth of the river in Bengal; very probably this is Tamra¬ 
lipti. In 410 A.l). Tamluk was still an important sea-port and 
was referred to as such by the Chinese traveller, Fa Hian. But 
within the next two centuries the doom of this world-famous port, 
which throughout carried on a brisk trade wdth ancient Borne and 
the Mediterranean countries, was sealed. For in the seventh cen¬ 
tury A.l). another Chinese traveller describes it as an inlet of the 
sea. Thus the process of land-formation which has resulted in Tam- 
1 ilk’s now being 50 miles from the sea had begun. By the tenth 
century, the channel on which Tamluk was situated and which 
afforded facilities ot navigation was silted up, Tamluk still con¬ 
tinued to be an emporium of commerce until the sixteenth cen¬ 
tury. With the gradual decline of its importance, Ilijili came 
into prominence. The Portuguese Settlement in Hijili (1514) 
seems to have been the earliest European settlement in Bengal. 
Ships used to anchor here from Negapatam, Sumatra, Malacca, 
etc. Hijili is now a littoral tract extending from the mouth of 
the Bupnarain along the western side of the Hooghly estuary and 
forming part of the Midnapore district. 7 It appears from recent 
surveys that one of the main lines of entry into Bengal in the 
past was up the Rasulpur river, thence by a channel connecting 
it with the present Haldi river and across by a branch of the Bup¬ 
narain, which flowed direct into that river. From the Bupnarain 
there was another channel going direct into the Hooghly some 
distance above Calcutta, It is clear from the maps of the eight¬ 
eenth century that the Bupnarain was more important formerly 
than now and that it had tw r o channels,—one the existing channel 


? Campos, Portuguese Bengal, p, 04, 
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into the Hooghly, and the other which branched off below Tamluk 
into the Haldi. Thus the thanas of Maishadal and Sutahata were 
formerly an island. In maps older than Rennell, the peninsula 
between the Hooghly and Rasulpur rivers, now Thana Khejri, is 
shown as an island. It is clear, therefore, that the march of the 
bigger rivers towards the eastern portion of the delta commenced 
about one thousand years ago. The decline of the tidal rivers 
Rupnarain, Haldi and Rasulpur took centuries, but this ultimately 
brought about the downfall of Tamralipti. After the decline of 
Tamralipti, several important sea-ports came into prominence in 
Western Bengal—Samataia and Harikela are mentioned by Chinese 
travellers, and we also find the mention of Bangela by an Italian 
traveller, Barthema (1505 A.D.) and a Portuguese traveller, 
Barbossa (1514 A.D.). Samatata is probably the track of the 
delta where Bakargang now exists. It is probable that Hari¬ 
kela and Bangela were situated in the western bend of the estuary 
and that their sites have been destroyed by new land-formation. 
Bangela is described as a large and beautiful port inhabited bv the 
Moors and situated just at the entrance of the estuary. Further 
inland Saptagram on the confluence of the Saraswati and Bhagi- 
rathi which was more accessible to the larger ships maintained 
its eminence for several centuries as the most famous port of 
Eastern India. Indeed, the celebrity of Saptagram goes back to 
the first or second century of the Christian era when it was the 
capital of Radha by the eastern boundary of which the Ganges 
flowed. It was called Gangely Plolemy, and was described as the 
* Port of Ganges ’ in the Periplus of the Erythrian Sea, the sea 
being then much closer to Saptagram than it was in the later 
centuries. Even in the fourteenth century [Ibn Batuta (1346)j 
described its situation as “ on the shore of the great sea,” but 
close to the junction of the Ganges and the Jumna (evidently at 
Triveni). Merchants from various parts of India as Kalinga, Trai- 
langa, Gujrata, etc., used to come to this sea-port for trade, aud it 
was from here that muslins, spices and other goods were exported to 
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Kome. 8 In the fourteenth and fifteenth centuries the trade of 
Saptagrain or Satgaon suffered an eclipse, (jaur, the royal 
capital of the independent Sultanate of Bengal, had already been 
a magnificent city five or six centuries before Christ but she rose 
into her greatest opulence in the fourteenth and fifteenth centuries. 
The Meghna was then the principal route to the capital of Bengal, 
the other being up the Bhagirathi. Chittagong, situated at the 
mouth of the Meghna was then the chief port of Bengal, and was 
named by the Portuguese, Porto Grande (great port) in contradis¬ 
tinction to their Porto Pogueno (small port) in Satgaon. 9 Another 
important port on the Meghna was Sonargaon, now situated away 
from the banks, 15 miles east of Dacca. This was the ancient 
Muhammadan capital ot Bengal. Sonargaon flourished us the 
seat of the Muhammadan governors of East Bengal from 1290 to 
1608 and was famous for its cloths and muslins. The capital was 
removed to Dacca in 1608 on account of the raids of the Ahoms, 
the Arakanese and the Portuguese pirates, (jfaur was reduced by 
the Ganges receding westwards, leaving long shallow marshes be¬ 
hind if. Fever followed and depopulaied the city, the final epi¬ 
demic of 1675 being so terrible that the dead could be neither 
buried nor burnt, after which the few survivors fled from the 
place. Within half a century the population of 200,000 describ¬ 
ed by Portuguese travellers had disappeared.* 0 With the decline 
of Gaur, Chittagong declined in position as a sea-port, and trade 
was again diverted to Kaptagram or Satgaon, then situated on the 
river Saraswati, which branched off from the Bhagirathi below 
Triveni and joined it higher up. The main current of the 
Bhagirathi till the middle of the sixteenth century streamed 

8 Ree N. L. Dey, Geographical Dictionary of Ancienf anti Medieval India, 
p. 178. 

9 Moreland thinks that the Porto Pegueno refers to the Estuary of the Hooghly 
and the Porto Grande to the Estuary of the Meghna which extended from the 
Eamaphali river to the immediate neighbourhood of Dacca. 

10 De Barross, quoted by O’Malley, Bengal Census Report, 191J, p. 25. 
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through the Saraswati. 11 By the sixteenth century, however, the 
Bhagirathi diverted its current through the main channel, and 
caused the silting up of the Saraswati to such an extent that the 
sea-going vessels bad to anchor, writes the Venetian traveller, 
Oeasar Frederick (1567 A.D.); at Betor, the site of which is not 
identified as yet, several miles down the river from Saptagram. 
A temporary market sprang up in this place every year when the 
outgoing ships were loaded with the merchandise of Bengal. 
Frederick adds that the bazras (boats) had to wait for the tidal 
current and that it took eight hours from the mouth of the Ganges 
to reach Saptagram with the full tide. With the silting up of the 
Saraswati during the first half of the sixteenth century and further 
deterioration of the Hooghly, Saptagram became extinct as a port. 
Abdu-1 Hamid, the official historian of Shahjahan refers (iu his 
Badshah-namah) to the ruin of Satgaon (Saptagram) (Elliot, VII, 
p. 32). In 1660 it was described by Van den Broncke as a mere 
village. A magnificent delta-port which was seventeen square 
miles in extent now has no relics of the past except an insigni¬ 
ficant mosque and temple surrounded by an inaecesssible jungle. 
A small dry creek is what remains of the Saraswati, but villagers 
still speak of finds of old coins and masts of sea-going vessels now 
and then discovered in the locality. The Bhagirathi is now shal¬ 
low and full of chan and dangerous sandbanks. After complet¬ 
ing the land-formation in westernmost part of the delta, the rivers 
began an era of violent reconstruction in the estuary south-east 
of the Bhagirathi. In the northern reaches of the Ganges, after 
the decline of Gaur, Tanda thrived for centuries as the capital 
of Bengal and as a commercial emporium. Ralph Fitch (1586) 
mentions the important town of Tanda as standing at a few miles 
distance from the Ganges, as the adjacent country including many 
villages was once washed away by it. 12 Here he found a great 


£1 Compos, History of the Portuguese in Bengal, pp. 21-22. 
ittPuchas X, p. 181. 
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trade and traffic of cotton and cotton cloth. Racla, Sandwip, Sri- 
pur and Chandecan in the south were also important markets of rice 
and cotton cloth in the medieval period. Barla, Pargami Chandra- 
dwip in Baekergunge District, was long the seat of a line of Hindu 
zamindars, belonging to the group of chiefs known as the Bara 
Bhuiya who are described as the 1 twelve sons of Bengal/ These 
zamindars first ruled in Kachua and subsequently Madhavpasa. 
At Shujabad, on the Na'lchiti river a big fort was built by Au- 
rangzeb’s brother. The island of Sandwip leapt into prominence 
as an exceptionally fertile and prosperous spot in the sixteenth 
century, and its history under the Portuguese and the Arakanese 
is full of heroic adventures and cruel deeds. Sripur situated 
south of Sonargaon at the confluence of the Meghna and the Padma 
also played an important part, in the history of East, Bengal, being 
the seat of the kingdom of Chand Bai and Kedar Rai. It was a 
sea-going port, for Pitch embarked from here for Pegu on a ship 
passing down the estuary. It was later on destroyed by the 
Padma. Chandecan has been identified sometimes with Dhumghat 
or Jessore, the seat of the kingdom of Pratapaditya. European 
travellers have, however, referred to the river of Chandecan which 
appears to have been a part of the river Hoogh'ly or one of its 
channels near Raugor Island. The principal centres of ship-build¬ 
ing at the time of Mir Jumla and Shaista Elian (1664) appear to 
have been Hooghlv, Baleswar, Murang, Ohilmasi, Jessore and 
Karibari where “ as many boats were ordered to be built and sent 
to Dacca as possible.”* 3 The district of Jessore is still full of 
marks of old river beds and of the memories of Iswaripur, Dhum¬ 
ghat, Jahajghat and Chakeri now hardly to he recognised as 
scenes of naval glory. In the meanwhile the Ganges showed a 
distinct eastern advance, and this meant an inevitable deterior¬ 
ation of the Bhagirathi and other rivers of the old delta. When 
the main river, probably in the sixteenth century, quitted the 
channel of the Bhagirathi, and started eastwards to seek another 

IZ Hookerji, A History of Indian Shipping and Maritime Activity, p. 227. 
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outlet, the Ichhamati, the Jalaughi and Mathabhanga became in 
turn the main stream. But the river tended over to the east; 
and at last aided perhaps by one of the periodic subsidences of the 
unstable land surface it out across the old drainage channels, still 
on its eastward march, until it was met and cheeked in its advance 
by the mighty volume of water of the Brahmaputra. The result 
of the eastward march of the main stream was the diminution in 
bulk of the rivers taking off from it on the south, and this de¬ 
cline began more than two hundred and fifty years back. Towards 
the end of the seventeenth century we find the following important 
places on the Ganges mentioned in the Khulasat~T-Tawari1th: 
Akbarnagar (Rajmahal), Maqsudabad (Murshidabad), Mirdadpur 
(not identified) and Khizrahati (61 miles east of Murshidabad) and 
Dacca. We read, “ After some 'leagues, it (the Ganges) parts into 
two branches: one flowing east, gets the name of Padmavati and 
falls into the ocean near the port of Chatgaon; the other turning 
south branches off into three channels, of which the first is called 
Rarsati, the second Jumna, and the third Ganga. This third 
with its thousand branches, joins the ocean near the port of Sat- 
gaon. The Sarsati and Jumna also fall into the ocean at the 
same place.” The Bhagirathi became unfit for navigation by the 
end of the seventeenth century. In 1660 Tavemeur wrote that 
Bernier had to go overland to Oossimbazar from near Rajmahal 
as a sand-bank at its mouth made the river unnavigable. In the 
estuary of the TTooghly or Bhagirathi too navigation was also full 
of risks. Methwold writes (about 1020) that in Bengal u we are 
mere strangers; the coast is too dangerous, and our shipping too 
great, to adventure there among so many shelves and sands.” 
The Portuguese, Dutch and English merchants during this period 
brought down goods in small vessels along the Hooghly and tran¬ 
shipped them at Pipli or Balasore. This course w r as uneconomical. 
Thus in 1660 the English Company authorised experimental trips 
up the river by sea-going ships.* 4 The decline of the Jalangbi, 

* 4 Bee Moreland, From Akbar to Aorangzeb, p. 48, 
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Bhairab, the Mathabhanga, and finally of the Bhagirathi look 
several centuries. From the sixteenth to the eighteenth cen¬ 
turies important European trading settlement thrived on the 
Bhagirathi in Murshidabad (Farashdanga), Cossimbazar, Handel, 
Hooghly, Chinsura, Chandernagore, Serampore, as well as on the 
banks of the Karatoya and the Atrai. 

The Karatoya was an active river in the beginning of the 
nineteenth century; in 1810 it was described as “ a very consider¬ 
able river, of the greatest celebrity in Hindu fable.” Formerly 
it carried the waters which now flow through the channel of the 
Tiesta, -joining the Atrai in "Dinajpur, finally falling into the 
Ganges. Tn 1787 the main stream of the Tiesta broke away to 
the east. Since the Karatoya has rapidly declined and it is now 
a river of minor importance, little used for navigation. In 1801. 
Colebrook stated that the Gorai and ( 1 handni were the only channels 
in the western portion of the Ganges delta which were navigable 
throughout the dry season, and that the Bhagirathi and Jalanghi 
could not be relied upon. The Jalanghi, the Mathabhanga, the 
Bhairab, the Chumi all declined during the last century and a 
half. The Madhumati and the Garai were active channels of the 
Ganges before the latter’s diversion into the Padma hut now most 
of them have become a network of moribund channels. The gra¬ 
dual but continuous rise in their beds has caused a general 
derangement of levels so serious as to affect the natural drainage 
of the whole region, and made malaria a devastating endemic. 
This has led to a phenomenal economic decline in the districts of 
Murshidahad, Nadia and Jessore. The Bhagirathi has continued 
to decay in its upper reaches. It was only a few years ago that 
river steamers ran straight up from Calcutta to Allahabad along 
the Bhagirathi; now there is not enough water in the river to 
take any but tbe lightest boats, and this only at certain seasons 
of the year. In spite of dredging and training operations intend¬ 
ed to prevent the deposition of silt at the two mouths through 
which headwater is supplied from the Ganges, which have been 
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carried on more or less for nearly a century it will be not long 
before the mouths will become extinct or seriously reduced in 
size. The bed of the Bhagirathi near Chhapghati is now raised 
above that of the main stream; and for several miles sand-banks 
intervene between the Ganges and the Bhagirathi channels. It 
is only during the rainy season that the Bhagirathi can now re¬ 
ceive water from the Ganges; in summer it is fordable in many 
places, and sometimes the current ceases altogether, and the 
channel becomes full of weeds. Further, the Jalanghi and Churni, 
in common with the Bhagirathi and supplying it with headwater 
are also deteriorating because of the tendency of the main Ganges 
river to march eastwards. More water comes into the Bhagirathi 
from the Bupnarain than from the Ganges and the inflow from 
the Jalanghi and Churni are negligible, except during ihe rains. 
Even these are not sufficient to explain the volume of the river 
up in Calcutta or Barrackpore. What keeps the Bhagirathi going 
is not water from other rivers but percolation. 16 The river is 
really a deep irregular trench in the soil and it fills up with 
water on the same principles that deep tanks in Bengal fill up. 
It retains its depth partly because of the tides that prevent the 
silt from settling but chiefly because of the dredging that is con¬ 
tinued constantly. If the dredging were stopped the river would 
first become a swamp and then (‘ease to exist. There is clear evi¬ 
dence that the delta-building functions of the rivers immediately 
to the east of the Bhagirathi and the Hooghly have ceased; the 
main Ganges river now carries its burden of silt-laden water away 
further to the east, beyond Kushtia. This is indicated not only 
by the decline of the whole Bhagirathi river system, but also by 
the fact that the rivers in Khulna, which is a new delta-forma¬ 
tion, do not now act, as once they did, as active distributaries of 
the Ganges and the silt they carry is brought down only by the 
drainage of Jessore District and part of Faridpore. The diversion 


£5 Kirn’s Notes in the Statesman , 
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of the Damodar has destroyed the last chance of saving the Hooghly. 
It is probable that the Bhagirathi and the Hooghly now will 
decline much faster, and that the river would be liable to pre¬ 
dominant tidal action which will show itself in the formation of 
shoals. Curtailed supplies of headwater may cause the wider por¬ 
tions of the river to decrease in width as the waterway adapts it¬ 
self to new conditions in maintaining its regime, and as these sup¬ 
plies finally cease the river will probably become extinct as such, 
and remain only as a tidal estuary bereft of any headwater. At 
Sakrail, four miles below Calcutta, there was formerly sufficient 
water for the deepest draught vessels to cross at low water. Now 
at the end of Ihe dry season there is only about 17 ft. 6 in. of 
water available. Middleton bar, 82 miles oft* Calcutta, is essential¬ 
ly a sea-bar, and not affected by the ebb-tide scour. Here also 
there has been deterioration, which has brought down the level to 
14 ft. at lower water. Ships carrying merchandise are increasing 
in sizes and in the depth of water they draw. Thus large ships 
have to arrange long in advance their times of arrival and de¬ 
parture with the Port authorities at Calcutta. Cases are not un¬ 
usual of ships being compelled to leave their moorings earlier in 
order to go over the Middleton bar with a full flood tide. If ship¬ 
owners in various parts of the world begin to have doubts about 
the advisability of vessels calling at Calcutta, its preeminence as a 
shipping port will be lost before long. 16 

The steady decline of active deltaic condition of the region 
will in all probability bring about the ruin of Calcutta as a port. 
The Hooghly in its lower reaches will gradually become as shallow 
and full of dangerous mud-banks as the Hupnarain, the Basulpur 
and the Haldi channels through which seagoing vessels formerly 
entered the port of Tamluk; and the port of Calcutta will one day 


16 See C. J, Wilkinson’s letter to the Statesman in connection with the Howrah 
Bridge Controversy, June 2, 1927 j Discussion at the Rotary Club on the Deteriora¬ 
tion of the Hooghly, March 18, 1930. 
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be remembered like ancient Tamluk or Satgaon only in the pages 
of history. It is noteworthy that the question of the disposal of 
the Calcutta sewage has recently become very serious with the 
decline of the local deltaic river the Bidhyadhari, which is con¬ 
nected with shallow salt lakes back of the city and into which the 
sewage of Calcutta is discharged. Up till 1830, the Bidhyadhari 
was one of the most active channels of the Gangetie delta and 
one of its numerous spill khah , viz., the Central Lake Channel 
extended itself right up to the city of Calcutta. But both the 
Bidhyadhari and the Lake Channel began to deteriorate at an 
alarming rate, such deterioration being probably facilitated by 
the construction of a few canals for the purpose of navigation 
which cut into the natural line of drainage. Quite a number of 
artificial canals have been constructed to connect East Bengal 
with Calcutta, and, indeed, this is one of the most important sys 
terns of river caual in the world judged by the large volume of 
traffic. (1) In 1777 Tolly canalized an old bed of the Ganges from 
its confluence with the Hooghly at Hastings and carried the so- 

called Tulley’s Nullah east to meet the Bidhyadhari at Samukpota 

* 

thus giving access to an inner route which leads eastwards from 
Port Canning. (3) In 1810, an old channel through the salt water 
lakes was improved and led westwards by what is now known as 
the Beliaghata Canal. (31 In 1836 and 1831 a number of tidal 
channels were utilised and connected by cuts to form a new route 
between Calcutta and the Jumna ("anal, and the circular canal 
from C'hitpur was constructed to meet old eastern canal at Belia¬ 
ghata. (4) The new (hit was opened in 1859 leading from Ulta- 
denga south-east to Ilhapa on the Beliaghata Canal. (5) In 1899 
the Bhangar Channel was canalised, completing the inner channel 
which was commenced in 1831. 

It is for the engineers to find out which of the large number 
of cuts and channels has by cutting across the natural lines of 
drainage accelerated the process of silting up of the Bidhyadhari^ 
or whether the Bidhyadhari would hare declined of its own ao- 
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count because of the natural decline of the river system of which 
it forms an appenage. It is probable that the engineers’ unskil¬ 
ful interferences with natural drainage by means of artificial 
canals, locks and roads quickened the forces of decay of the mori¬ 
bund river system with which the Calcutta’s future is so vitally 
bound up. Now at least one-half of the Bidhyadhari has died, 
and unless emergency dredging is resorted to, the other half will 
cease to be a drain for the Calcutta sewage and storm water, and 
as a government committee reported, 44 the city will soon become 
uninhabitable.” Such dredging became imperative immediately 
the salt lakes were reclaimed, and ihe waterway became bereft of 
headwater supplies and subject to predominant lidal action. It 
is probable that due to a decline of the true deltaic conditions in 
the Barind when the river system deteriorated, disease and pes¬ 
tilence overwhelmed the ancient city of Gaur. The death of the 
Bidhyadhari is a symptom of much wider deltaic problem with 
which the future existence of Calcutta is intimately connected. 
It is, indeed, strange that the question has not aroused the atten¬ 
tion it deserved, and has provoked not co-operation, but an acute 
controversy among the authorities concerned. Thus the Irrigation 
Department having to some extent usurped from Calcutta its 
natural line of drainage for the purpose of inland navigation has 
now definitely refused to maintain the Bidhyadhari, while the 
Jiocal Self-Government Department and the Calcutta Corporation 
have not come to a mutual understanding as regards each other’s 
responsibilities. Meanwhile the city has been throwing into the 
Bidhyadhari, whether dry or flowing, sixty million gallons of 
sewage a day. The author of Ihe Akbar-i-M uhaMnrt thus describes 
Calcutta as seen by him in the last years of the eighteenth cen¬ 
tury, “ Calcutta is a large city, situated on the banks of the Bhagi- 
rathi. The land on account of its vicinity to the sea, is very brack¬ 
ish and damp.” Calcutta, like all deltaic cities, was first built 
along the natural levee, but has now expanded over the marshy 
back country. With the deterioration of the river system the 
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whole of the area south-east of Calcutta is now in a water-logged 
condition. During the heavy monsoon rainfall, the surface slope 
tends to convert the area back from the river into a lake, A 
costly system of covered drains collects surface and ground water to 
a depth of several feet but cannot cope with the heavy shower 
during the rain, and often the city is flooded, and garbage and 
other refuse float in the public thorough-fares where boats would 
ply. With the silting up of the salt swamps, and the Bidhyadhari 
Channel, the problem of disposing of storm water and sewage has 
become acute. Cholera, small-pox and other diseases are rife as 
a result; and the general death-rate of Calcutta continues to be 
very high. Perhaps the building of canals, which collect waste 
water and serve as highways as well as in Rotterdam, or the dis¬ 
tribution of pumping plant throughout the city as in New Orleans 
another delta city which might accelerate the flow of rainfall 
water and refuse into the Bidhyadhari might defer the problem 
of sanitary disposal for the present. 

The changes that the estuary undergoes towards the east are 
forestalled by the changes in the position where the Ganges and 
the Brahmaputra meet. The following ancient confluences seem 
to have been located. The Chalan beel in the Natore subdivision, 
Rajshahi, and the Airal beel in Dacca mark the old junctions of the 
Ganges and the Brahmaputra in successive epochs in the past; 
and the morass in Barisal, which in Reimell’s map is described 
as impassable by land in most parts, that of the Ganges with 
the Meghna. In the past Vikrampur was the most important seat 
of settlement in the Barind, and was studded with Sanskrit schools 
and colleges. Capital cities such as, Rajpal, Sonargaon and Raj- 
nagar arose in successive epochs in this region. Formerly both 
Dacca and Faridpur districts were the most active centres of del¬ 
taic land-formation; now with the age of the river Padma and the 
advanced formation of its alluvium, the centre has shifted to 
Bakarganj and is shifting today to Noakhali. In the eighteenth 
century the Ganges occupied roughly the bed of the present Arial- 
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khan and the Brahmaputra joined the Meghna in Sylhet. The 
combined waters of the Meghna and Brahmaputra swept to the 
sea under Noakhali and it is probable that their western bank was 
unbroken land from Bikrampur to Mehendiganj and from Mehendi¬ 
ganj to Sahabazpur both of which latter are now more or less 
islands. At that time the Ganges flowed somewhat parallel on the 
other side of this shaft of land. At their mouth was the Island 
Sandwip, the abode of the Portuguese pirates, which w r as describ¬ 
ed by a Venetian traveller as one of the most fertile places in the 
country, densely populated and well-cultivated. In 1625 Herbert 
described it as one of the fairest and most fruitful spots in the 
whole of India. About 17*30 the Brahmaputra and the Meghna 
swung westwards and flung out a channel which cut through the 
shaft of land separating them from the Ganges, joined the Ganges 
and twisted its course from south-east to south. Miles and miles 
of land were added then to the sea-coast of Noakhali and a great 
part of Sahabazpur was destroyed. Further south the Bakarganj 
coast was swept aw^ay to reform rapidly as a chain of islands on 
the eastern side of the river. In 1744—66 the Ganges joined the 
Meghna at a point near Mehendiganj in the district of Bakarganj, 
more than 45 miles in a straight line south of the present junction. 
In 1794 it joined the Meghna in close proximity to its present 
junction under the name of the river Kirtinasa. This was due, 
as we have seen, to the diversion of the Brahmaputra. In 1765 the 
Brahmaputra joined the Meghna at Bhairabbazar. Within 1790 
the Brahmaputra circumvented and joined the Ganges near Jafar- 
ganj in Dacca instead of near Mehendiganj in Bakarganj. The 
Padma has shown a continuous tendency to cut towards the north 
and east. This north-east tendency has had its effect at the junc¬ 
tion with the Meghna whqse clear waters have at the same time, 
by arresting the Padma silt, tended to block up the cbannel. By 
the year 1830 the Megbna had arrested the north-east tendency of 
the Padma, which was compelled to find a more southerfy channel; 
by 1840, however, the north-east tendency again asserted itself, 



632 


RADHAKAMAL MUKERJEE 


only to be defeated again about the year 1870, to such an extent 
that the former main channel of the Padma was often fordable 
between 1873—83, By 1893, however, the Padma again resumed 
the attack, and it is only in recent years that the Meghna has once 
more come out victorious, and is driving the Padma into a more 
southerly channel. At every such attack it appears the mouth of the 
Padma moves further north. These changes have also been felt in 
the estuary. The main current has turned eastwards so that the 
western channel the II sa Tentulia has begun to shoal. In the 
meantime, however, the chain of islands on the west has joined on 
to Sahabazpur, Thus this island which was once destroyed has 
been remade, as a prosperous settlement. Great silt-deposits have 
also formed land rapidly to the south and east of that island. 
The Settlement Officer of Bakarganj writes after his survey that 
it is probable that Mehendiganj and Sahabazpur will soon again 
be joined together by a shaft of land and that the Arialkhan will 
decline into one of the great internal rivers of Bakarganj., 
Whether it will still carry enough silt to consolidate the islands 
at its mouth into a compact block of land or to extend the southern 
coast of Sahabazpur is not so clear. On the eastern side the Saha¬ 
bazpur Channel has been destroying Sahabazpur and consolidating 
Jffatia for 15 years. As the land forms off Mehendiganj, the 
current should set further eastwards, ceasing to vex the limits of 
Bakarganj and beginning an era of violent reconstruction in the 
estuary south of Hoakhali. 

The eastern march of the river still continues. It is a far 
cry from Midnapur to Noakhali, from Sagar to Sandwip. But the 
same rivers which at first made their way to the sea at the extreme 
west of the great bend which marks the northern limit of the 
Bay of Bengal, have now concentrated their attention towards the 
eastern bend adjoining the Chittagong sea-coast. On the west 
coast of the delta the tides rise twelve or thirteen feet, cm the east 
from forty to eighty. On the west the water is salt enough for 
mangroves to grow for fifty miles up the HoOghly, on the east thf 
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sea-coast is too fresh for that plant for ten miles south of Chitta¬ 
gong.* 17 Westward the country is full of the memory and marks 
of ancient sea-ports and sacred river beds which have been desert¬ 
ed in the eastward movement. Westward we have decadent agri¬ 
culture and dwindling population', in the east we have phenomenal 
agricultural prosperity and expansion of population in a country 
which has been lately a bare muddy expanse with no trees or 
shrubs but what are planted. The movement is gradual but 
inevitable. 

Man is absolutely powerless to deal with stupendous forces 
which the mighty rivers bring to bear upon the land. Thus 
land-formation and reformation must go on and the intervention 
of man can effect no change. It is estimated that if a fleet of 
about 2,000 ships, each freighted with 1,400 tons of mud, were to 
sail down the river every hour of the day for four months con¬ 
tinuously, they would only transport to the sea a mass of solid 
matter equal to that borne down by the Ganges in the four months 
of the flood season. Where rivers are active in their delta-build¬ 
ing functions alluvion and diluvian with changes in the course of 
the main channels, wail for no man. Having completed the silt¬ 
ing up and land-formation of the northern and western part of 
the delta the mighty rivers are now swinging eastward in the 
estuary south of Noakhali and west of Chittagong. It will take 
more than a century to build the main land of Noakhali and re¬ 
build the islands of Ilatia and Sandwip. Today the most active 
and violent of the Meghna Channels is that which flows between 
Rahabazpur and Hatia. There is also another furious current 
which will play a prominent part in the re-making of Sandwip and 
the Chittagong coast. As the forces of the formation of alluvium 
stabilize themselves and the rivers cease to meander in Dacca and 
Rakarganj, the towns of Munshiganj, Narayanganj, Chandpur and 
Jhalabati will leap into prominence. In the meanwhile the form- 
17 Bee Hooker’s Himalayan Journal, Vol, II, p. 890, 
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ation of sand-banks in the lower reaches of the Hooghly will make 
it less and less adapted to the requirements of ocean traffic and 
navigation which Calcutta today satisfies. Perhaps Port Canning 
might appropriate to some extent the maritime and commercial 
activity of Calcutta and prolong the fight with unfavourable deltaic 
conditions. Thus the Sahabazpur river or the Sandwip Channel 
will probably take the place of the Hooghly; Sandwip and Chitta¬ 
gong might revive not as abodes of pirates who ruined and laid 
waste a large portion of Lower Bengal but of merchants who will 
open out new sources of wealth for the people. The building of 
the spacious bridge across the Padma at Saraghat and the recent 
selection of Chittagong as a first class port are noteworthy steps in 
this consummation. But the rivers build or destroy in decades, 
not years, and by the time the eastern part of the bend eclipses 
the glory of the western the rivers in the upper reaches in their 
uninterrupted course of land-building also will have destroyed 
many great cities which now adorn their banks by withdrawing 
waters from them and giving life and prosperity in new directions. 

The river makes or unmakes land and with it man and hie vw»ks 

* 

all along its course. Its powers for building or destroying are, 
however, mightier in the delta than in the upper reaches, and 
where it has undertaken a long arduous ,journey these are simply 
stupendous. 



KASHMIR DURING THE MOGHUL PERIOD 
AN ECONOMIC SURVEY 

BY 

P. N. K. Bamzai, 

Srinagar, Kashmir. 

introductory. 

The history of Kashmir, dating from 3000 B.O., is 
one of the oldest in the world. Recording the political 
events of their reigns was considered a duty by the 
kings, and, consequently, a host of historians was 
employed io continue the Kajatarangmi . But, un¬ 
fortunately, no information is given regarding* the social 
and economic condition of the people. The old historians 
never thought of the fact that the history of a country 
was made by the people and not only by the kings. 
Kalha.ua, to whom we owe the knowledge of ancient 
Kashmir, also lacks in this respect, though Dr. Stein, 
by his most praiseworthy research work, has been able 
to glean some facts about the economic condition of the 
people of ancient Kashmir. 

In the following pages, I have collected, from 
various sources, some facts about the economic condition 
of Kashmir during the Moghul period. I am fully 
conscious of the fact that full justice has not been done 
to the subject. If, in spite of this, some light will be 
thrown on the history of Kashmir during that period, 
my labour will be amply rewarded. 

Moghul period has got a special interest for the 
student of economics. The presence of lasting and 
beautiful works of the Moghuls, creates in us a desire 
to know more about the authors of these wonderful 
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masterpieces. Side by side with this desire, no one who 
has seen the Shalimar and the Nishat. gardens, has looked 
with wonder on the huge wall round the Hari Parbat, 
and has visited such other works throughout the length 
and breadth of Kashmir, can hold back the desire to 
know something about the people during that time. As 
it is, our curiosity is satisfied by the romantic stories 
connected with that period. But it is the work of an 
economist to reveal the true nature of affairs and the 
hard realities of life. 

Moghul period is important on account of other 
reasons also, chief amongst which is the patronage and 
encouragement that many indigenous Kashmir industries 
received at the hands of the Moghuls. Opening of 
Kashmir to the rest of India, is an additional cause of 
the importance of this period. Before Moghuls became 
the masters of the Valley, Kashmir was an independent 
country, self-sufficient in all the necessaries of life and a 
small lonely country cut off from the world by high and 
snowy mountains. During the Moghul period improved 
road communication was set up and serais were built 
for the convenience of travellers. Political unity and 
the numerous visits of the Moghul Emperors made 
Kashmir part and parcel of India. This had great 
economic consequences. 

“ Akbar’s conquest,” writes Dr. Stein, 44 marks 
the commencement of modern history of Kashmir. . , . 
Though the conservative instinct of the population was 
bound to maintain much of the old traditions and 
customs, yet the close connection with a great empire 
and the free intercourse with other territories subject 
to it necessarily transformed in many ways the political 
and economical situation of the country.” 1 


t Introduction to Kalhana's hajatarungmi, 
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Though there exists a: good number of histories 
dealing with the Moghul period yet this does not make 
easier the task of an economic researcher. There is 
very little information of any economic value. The 
confusion of dates, names, and numbers adds to the 
difficulty, though the official records like Ain-i-Akbari, 
help to check independently the statements of other 
historians. Records like Tuzk-i-Jehangiri while chiefly 
giving the experiences of kings who are not in a position 
to correctly depict the condition of their subjects (being 
on too high a social level) are yet of distinct economic 
value in so far as the condition of the upper class is 
concerned. Moreover accounts of travellers like Bernier 
are considerably enlightening. Again, there are many 
Persian histories of Kashmir dealing with this period, 
e.g., Tarik}i-i-IJasmn and Tarikh-i-Fir ishta . In these 
also there is,, very little information regarding the 
economic condition of the people. An economic 
researcher is, therefore, obliged to content himself with, 
and make the best use of, the little he has got, supple¬ 
menting the statements, here and there, with his own 
observations and conclusions. 

The Hindu kingdom in Kashmir came to an end in 
1315 A.D., when Sultan Shams-ud-Din, by his unscru- 
pulousness, ascended the throne. His dynasty ruled 
for 236 years and was succeeded by Chaks, a warlike 
race in the Kashmir Valley. The CHak failed to take 
root (being in power for a brief period of 25 years) on 
account of the internal dissensions and the absence of 
any leader among them. The kingdom of Kashmir was 
wrested from the Ghaks by the Moghuls who, in spite 
of the aforesaid weaknesses of their opponents, conquer¬ 
ed them with very great difficulty. 

The Moghul rule may be said to begin in Kashmir 
from 1686 A.D. Previous to that no doubt, the country 
F. 6 
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was occupied by them several times but, what with the 
severity of climate and the conspiracies of their enemies, 
their stay in the valley had not been long. Their rule 
practically came to an end in Kashmir, as elsewhere, 
with the death of Aurangzeb. Our study will, therefore, 
be limited from 1586 A.D. to 1707 A.D. 

The Country and the People. 

The country. Geographically Kashmir during the Moghul period 
was not the same as it is today, in that the word is often 
nowadays used for the territories of H. H. the Maharaja 
Bahadur. During that period it was the Valley proper, 
viz., from Verinag in the south to Kishen Ganga in the 
north and from Tibetan mountains in the east to Pir 
Panjai in the west. In our study, therefore, Kashmir 
is used in this restricted sense only. 

Then there is another confusion that we should 
avoid. In the Moghul period Kashmir is used for 
Srinagar also. The latter name being a Hindu one had 
come into disuse by order of the Muhammadan rulers. 
Thus Bernier says, “ The capital of Kashmir bears the 
same name as the kingdom.” 2 

Now about the political geography. The Jammu 
provinces were practically independent. Ladakh and 
Gilgit, though friendly for some time towards the 
Moghuls, were quite independent. So were the provinces 
of Dardistan. Thus only this small valley was in the 
hands of the Moghuls. Consequently the economic 
influence was hampered by the political differences; the 
Moghuls taking particular care about the free intercourse 
of the Kashmiris, Dogras, Ladakhis and Dards. 

Kashmiris are not migratory by nature and there¬ 
fore the majority of villages and hamlets, towns and 

2 Travels in the Moghul Empire, edited by Constable and Smith. 
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cities, were at the same places as they are today. Thus 
Senda Brari, Vejbrara, Pampuir, Zewan, Khriu, 

Acchawal, Matan, Aishimuqam, Ishibrari, Verinag, Biru t 
Halthal, Lar, and many such villages described by Abul 
Fazl have changed but little. Similarly Bernier who 
visited Kashmir in the time of Aurangzeb, describes 
many places with such an exactness, that we are tempted 
to believe that he visited the valley only last year. 

Srinagar was the capital of the country and was in 
a flourishing condition. Lacohamkul, Mar and the 
Jhelum flowed through it. There were other important 
towns as well. Bijbihara and Anantnag were in a 
prosperous condition. Pampur, Khoihama and Paraspur 
were also towns of importance. 

The census of the valley was taken bv Saif Khan The number 

of people. 

in or about 1670 A.l). According to that there were 
12,43,033 souls in Kashmir, including 90,400 infantry 
and 4,812 cavalry. 3 Excepting this there is practically 
no record of the population of the country. Travellers, 
like Bernier, do not even mention whether the popula¬ 
tion was more or less dense than in other parts of India. 

Abul FazPs A in and the like lack in this respect. We 
can, however, to quote Mr. Moreland, gauge the density 
of population from the land revenue that was realized 
from the different parts of the valley. 4 Military garrisons 
cannot throw any light on the population problem, 
because Kashmir being a. frontier and inhabited by 
warlike races like Ohaks, should require more military 
strength than any other province in the rest of India. 

We are, therefore, compelled to measure the density of 
population by the revenue returns only. For this happi¬ 
ly we have some matter. 

3 Tarikh-i-Hassan, MSS. in possession of Pandit Anand Koul, Ex-President 
of the Srinagar Municipality. 

4 India at the Death of Akbar , by C. E. Moreland, v 
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From the revenue statistics of Abul Fad, we find 
that in the Maraz tract the revenue realized was com* 
paratively more than, in the Kamraz tract. Again in 
the Maraz tract, Vihi Pargana yielded more than either 
Itoh or Brang. Wnlar Pargana yielded more than 
either Phak, Kuthar or Matan. In the Parganas south¬ 
east of Srinagar, Adwin yielded the largest amount of 
revenue, Nagam came need; and Verinag last of all. 
In the Kamraz tract Krohen yielded the largest amount 
with Bangil following dose. 5 Inderkot came last of all. 
We, therefore, come to the following conclusion, that: 

(a) Maraz tract was more populous than the 

Kamraz tract. 

(b) in the Maraz tract, Yihi, Wular and Adwin 

were comparatively denser in population 
than the adjoining parganas. 

(c) in the Kaimraz tract, Krohen and Bangil 

Parganas were more populous than any of 
the-sixteen parganas. 

It may be noted here that with slighi modifications 
these results hold good even at the present time. 

Abul Fazl, .Tehangir and Bernier record that 
Kashmir was full of green fields of crop and that little 
of the land was left uncultivated. On the other hand, 
there is no record showing that the Kashmir grain was 
exported. This proves that the population of Kashmir 
was dense to the full productive capacity of the valley. 
Again Abul Fazl says, “ Notwithstanding its numerous 
population and the scantiness of the means of subsistence, 
thieving and begging are rare.” 6 This remark proves 
that the population of the valley was denser than many 


5 Am i-Akbari, translated by Col. H. S. Janet, 

t/Wd. 
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parts of the rest of India. Secondly, it shows that the 
valley must have been overpopulated because notwith¬ 
standing the thorough cultivation of land and the absence 
of exports of grain f< the means of subsistence were 
scanty.” This conclusion is also supported by the 
remark of Bernier about AurangzeVs visit to Kashmir, 

Ci That a scarcity of provisions may not be produced in 
the kingdom of Kashmir, the king will be followed by a 
very limited number of individuals.” 7 

The Muslim element entered into Kashmir in the The classes 

of popula- 

first quarter of the fourteenth century of Christian Era.. 8 tion. 
Formerly the population consisted of either Hindus, 

Buddhists or Jains. During the Moghul period Islamic 
element did not predominate to snch a degree as at 
present, even though Raintan Shah and Kikandar the 
Iconoelost had converted thousands of Hindus to Islam. 

The Hindus were called Rhatts and they were 
chiefly concentrated at Srinagar, Vihi, Mattan, Itch, 

Nagam, Inderkot, Patan, and Telgam. Amongst the 
Hindus were about 2,000 Rishis. 

As regards the Muhammadans, Abut Fazl says, 

“ The majority of the narrow-minded conservatives of 
blind tradition are Sunnis, and there are some Imamis 
and Nur Bhakhshis.” They were present in all parganas 
in varying numbers. In the Ain-i~Albari they are 
chiefly shown at Dacchinpura, Zainager and Patan. 

There were amongst them many castes such as Khamash, 

Shal, Sihar, Bakri, Ransi, Doni, and Ghaks, who were 
present at Brang, Wular, Banihal, Bange'l, Verinag, 

Dunso and Krohen respectively. There were also hilly 
tribes like Thakor and Naik who lived in Bottu and 
Showur Parganas. 


7 Travel* in the Moghul Empire, Constable and Smith's edition, 

8 Introduction to the Rajotarmgini , by Stein, 
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About the economic division of the population, very 
little is known. The high civil and military officials 
who were generally Moghuls comprised the upper class. 
Moreland says that there seems to have been no middle 
class during the Moghul period . 9 But in Kashmir the 
Pandits who were employed in the various state depart¬ 
ments naturally represented that class. The lower class 
consisted of the unskilled labourers like coolies, 
shawlbaffs and the like. There were few manufacturers 
and big entrepreneurs as many of the principal productive 
trades and manufactures were state monopolies. 

Administration. 

Kashmir formed one of the aubhas of the Moghul 
Empire. The form of administration must have, there¬ 
fore, been the same as in other subhas. The Moghul 
administration in India was carried on either as kacha 
or pucka . Kaclui administration was one in which the 
governor and other officials of a subha received pay 
from the Imperial Exchequer and submitted the nett 
revenue to the same. The pucka administration meant 
one in which a favourite of the emperor was appointed 
the governor of a subha and he had to pay a certain 
amount to the emperor, carrying* on the administration 
as he liked. 

It is certain that the administration in Kashmir was 
a kacha one. This is amply proved by the fact that 
there were numerous subedhars during the Moghul 
period. The pucka form, moreover, was chiefly in vogue 
in Southern India. 

The subha of Kashmir had a varying number of 
sirkars in the Moghul period. Each of these was in 
charge of a kotwah He had to look after the security 


9 Moreland, Op, cit , 
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of the people and had also to conduct other civil duties 
like sanitation, public-works, etc. 

The collection of revenue and the duties connected 
with that line were in the hands of n Mansebdhan who 
was in charge of a »irkar . This post may he compared 
to the one of a Tehsildhar nowadays. Village® also 
received the proper share of administration. The insti¬ 
tution of village officers dates from the times of Moghuls. 

The security of the city or town people was to some 
extent assured on account of the presence of the kotwal 
and the Mansebdhar who both had judicial and executive 
powers. But it is not doubtful that many of them took 
undue advantage of their authority. As Moreland 
remarks, “ bribery was almost universal in India at this 
time .” 10 Political power was to no small extent used 
for religious persecution. Considering* the long distance 
that was to be travelled from Kashmir to Agra and the 
absence of any means of quick transportation, the high 
Moghul officials could tyrannise over the people without 
any fear of the latter’s appealing to the emperor. This 
was, however, to some extent mitigated by tbe occasional 
visits of the Moghul Emperors to Kashmir. 

As regards the security in the country, the adminis¬ 
tration of justice was wholly in the hands of the 
Mansebdhar. Kashmiris regard crime as something 
abominable, something to be detested from the core of 
one’s heart and therefore travellers and merchant 
caravans were safer in Kashmir than in any other part 
of India. Abul Fa»l admits it frankly and Bernier also 
supports this assertion. 

Before Kashmir came under the sway of the 
Moghuls, the Sultans and the Ohaks had fixed two duties, 
namely, baj and tamga. The former was loosely known for 


10 Moreland, Op. cit . 
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any toll or tax. The latter was (1) a demand in excess 

of the land revenue, or (2) inland tolls.” 11 Akbar 

exempted the people from these two duties. There were 

only Sair-i-Jihafl 2 cesses. In the time of Aurangzeb, 

Jizya or poll tax was levied on the Hindu®. 

Weights and To understand the economic history of a period, it 
Currency, 

is absolutely necessary to know the units and sub-units 
of weights and currency. Akbar fixed the unit of weight 
as man which was divided into 40 equal parts, each part 
being called a seer . The man of Akbar was not, how¬ 
ever, equal to our present maund, but equal to 56 lbs. 
only. I, and A of a seer were also used. Though these 
were the standard weights, all the weighings in Kashmir 
were done in Khanrars and traks, a Kharwar being* 
equal to 3 mans and 8 seers , Akbarshahi. Even the 
payments in cash were estimated in Kharwars of Shah. 
Thus the present-day units of Kharwar , trak, manuit , 
seer and pav were in vogue then also. 

The tola in this country was 16 mashas, each masha 
being equal to- 6 surukhs , as against 8 surukhs in the 
rest of India. 

Kashmir not only had its own mint, but the currency 
in vogue here was different from that of India. The 
standard coin of Akbar was a silver rupee, in weight 
equal to the present rupee, but not equal in purchasing 
power. A rupee was equal to 40 dams. In fact, every 
transaction of business was done in terms of dams on 
account of their high value. 

Here the standard silver coin was ltopa-sa&uno f 9 
mashas in weight. The pantsu was of copper, equal to 

HJadunath Sirkar, India of Aurangzeb, 

12 In its original purport, the word signifies moving, walking or the remain* 
der; from the latter it came to denote the remaining or all other sources of 
revenue in addition to the land tax from a variety of imports, as, custo ms , 
travellers' dues, house fees, market tax, etc.—Wilson’s Glossary, 
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Jth of a dam. This was also called a kaserah . One- 
fourth of this was called a bahagni , of which again one- 
fourth was called a shakri . Tabulating: 

4 shakri = 1 bahagni 

4 bahagni = 1 pantsu = 1/6 dam = 1 kaserah 

4 kaserah = 1 rahat = 2/3 dam 

40 kaserah = 1 sasuno = 20/3 dams 

lj£ sasuno = 1 sikah = 10 darns 

100 sikah = 1 lachh = 1000 dams 

Thus we see that the highest coin was a sikah 
equivalent to 10 dams and the lowest was a shakri 
equivalent to 1/96 of a dam. The price of a Khar war of 
shall was 29 dams. From this we can get an idea of 
the purchasing power of a dam. Taking the present 
value of a Khanrar of shall as Us. 4-8-0, the purchasing 
power of a present rupee is equivalent to the purchasing 
value of 6| dams or approximately to ,1 of an Akbar- 
shahi rupee, during the Moghul period. In other words, 
we must recognise the income of Rs. f> in Akbar’s time 
as equal to Rs. 30 in 1930. 

The exchange value of an Akbarshahi rupee was 
then 2s. 3dL in terms of the then currency of England 
and 30 sols (a sol being equal to *9 of an English penny) 
in terms of the then French currency. 

Agricultural Production. 

The immemorial tradition in Kashmir considered the Land 
whole of the land as the property of the ruler. Of some tenures * 
portion of the khalsah 33 land the sovereigns divested 
themselves by grants in jagirs for various periods. 

Though before the country came under the suzerainty 
of the Moghuls, “ one-third had been for a long time 
past the nominal share of the state, yet more than two 

13 Lands of which the revenue was the property of the government—Wilson’a 
Glossary. « 

F. 6. 
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shares were actually taken..” Akbar fixed the share 
of the state as one-half. The system of revenue colleo* 
tion was by appraisement and division of crops, assess¬ 
ments for crops paying special rates, not being the 
custom of the country. 

Qazi Ali, one of the first Moghul governors of 
Kashmir fixed the revenue at 30,63,050 Kharwars and 
14 traks. Taking the prices current for several years 
past, the Qazi struck an average of the aggregate, and 
the Kharmir in kind was ascertained to be equal to 29 
dams and the Khanvar in money was fixed according 
to the former rate of 13 darns . This meant a great 
advantage to the farmer who, if he submitted the revenue 
in kind, would be credited at 29 dams a Khanvar , while 
if he wdshed to pay in cash would have to pay only 13 
dams . It could not be ascertained whether the farmer 
had to pay the revenue in cash or in kind, or whether 
the choice of paying in one or the other was left to him. 
Most probably he was required to pay a certain sum in 
cash and the rest in kind. 

The revenue amounted to 7,46,70,411 dams , out of 
which 1,20,22,183 dams were paid in cash and the rest 
in kind. 

Asaf Khan who succeeded Qazi Ali, fixed the 
revenue at 30,79,443 Kharivars of which 10,11,330} 
Kharwars were paid in money. “ Although,” writes 
Abul Fazl, “ the revenue in Kharwars of Asaf Khan was 
in excess of that of Qazi Ali, yet calculated in money 
the receipts are less, because he estimated the Khar war 
in money which is of lower relative worth,” 14 

Following are the tables showing revenue paid in 
cash and kind by different parganas, in the time of 
Akbar 15 ; 

A4 Jarret’a Ain-i-Akbari. 

M Ibid. 
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The Mahaz Tract 


Containing 22 Mahals. Revenue: 1,792,819 
Khar wavs equivalent to 35,796,122£ dams (Rs. 8,94,903), 
of which 670,551 Kharwars , 12 trails were paid in 
money, equivalent to 8,885,248 dams (Rs. 22,131-3-2). 
Cavalry: 1,620. Infantry: 4,600. 

City of Srinagar, Revenue: 342,694 Kharwars , 12 
traks. In money, 342,996 Kharwars , 8 traks; in kind, 
1,698 Kharwars , 4 traks. 


Parganas East of Srinagar 


Pargana 

In kind 

In money 


Kharwars 

Traks 

Kharwars 

Traks 

Itoh 

144,102 

0 

62,034 

4 

Brang 

78,834 

4 

8,769 

8 

Vihi . 

209,632 

8 

161,968 

8 


Parganas North-East 


Pargana 

In kind 

In money 


Kharwars 

Traks 

Kharwars 

Traks 

Wular ... 

128,636 

4 

12,605 

8 

_Phak 

71,111 

12 

17,402 

8 

Daohinpara 

75,163 

0 

6,902 

12 

Khawarpara 

45,226 

8 

3,575 

8 

Kuthar ... 

37,479 

4 

3,221 

12 

Maruadwen 

... 

• •• 

5,041 

0 

Matan 

190,043 

5 

18,0624 

Ml 
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Parganat South-East 


1 

Pargana 

In kind 

In money 


Kharwars 

I 

Traks 

Kharwars 

Traks 

Adwen 

101,432 

4 

14,816 

12 

Itch 

98,369 

1 

0 

14,377 

4 

Banihal 

40 horse-loads and 

6,436 0 


tn 

Bottu 

3,616 

0 

4,236 

8 


besides transit 
remitted. 

duties 

i 



Devasar 

j 85,644 

8 

822 

8 

Zainapur 

15,876 

4 

1,790 

1 

Suparsaman ... 

6,138 

0 

2,003 

4 


besides ‘dues on firewood 



Showar 

39,167 

1 

0 

8,560 

12 

Shukroh . . 

45,224 

0 

12,757 

8 

Nagam 

189,770 

12 

22,576 

4 

Ver 

i 

12,270 

8 

838 

0 


The Kamraz Tract 

Containing 16 Mahals. Revenue: 1,218,799 

Kharwars, 12 traks, equivalent to 26,316,918 dams 
(Be. 657,922-16-2). In money: 272,954* Kharwars, 
equivalent to 3,616,632 dams (Rs. 90,416-12-9). 
Cavalry: Ij690. lniantry: 16,966. 
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Parganas North-East 


Pargana 

In kind 

In money 


Kharwars Traks 

Kharwars Traks 

Zainager ... 

13,253 

0 

32.055:1 

0 

Khoihama... 

83,670 

12 

15,522 

0 

Parganas South-West 



Pargana 

In kind 

In money 


Kharwars Traks 

Kharwars Traks 

Inderkot ... 

9,553 

4 

7,238 

0 

Paraspur ... 

18,830 

12 

3,352 

8 

Patan ... 

4,799 

4 

523 

0 

Bangel 

115,233 

12 

20,280 

4 

Biruh 

57,098 

12 

13,383 

0 

Telgam ... 

15,415 

12 

4,435 

4 

Dunsu 

53,219 

8 

17,038 

8 

Daoohinkhawar 

30,222 

4 

20,653 

10 

Sair-ul-Mawazi 

192,046 

4 

18,556 

12 

Khoi .. 

22,945 

0 

370 

0 

Kamraz ... 

342,844 

4 

108,725 

4 

Krohen ... 

116,474 

0 

29,779 

12 
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The following table shows the amount of revenue 
(in Akbarshahi rupees), derived from Kashmir in 
different years: 


Year 

Revenue 

Sarkars 

Mahals 

1594 A.D. (Ain) ... 

Rs. 

15,528,26 

1 

38 

1648 A.D. 

3,750,000 


. . 

1664 A.D. 

2,859,750 

... 


1666 A.D. (Bernier)... 

3,500,000 

... 

... 

1695 A.D. (Dastur-i- 
Amal) 

3,157,125 

1 

1 

46 

1697 A.D. 

3,505,000 

... 

... 

1700 A.D. 

6,947,125 

... 

... 

1720 A.D, 

6,320,502 

7 

75 

Tieffenthaler 

2,500,000 


... 


The agncul- The staple food of the Kashmiris during the Moghul 
tural system. . 

period was rice, fish and various vegetables. Though 

sh-ali rice is plentiful,” remarks Abul Fazl, “ the finest 
quality is not obtainable.” Wheat and vrung were also 
cultivated, but gram and barley were unknown. Some 
portions of land were irrigated artificially. The numer¬ 
ous rivulets and springs supplied water to the rest of 
the fields. The valley did not wholly depend upon 
rains. Some pareiais, like Zukru and Mattan were 
supplied with water bv channels, most of which were 
constructed in the time of Zain-ul-Abdin. “ From the 
sides of these mountains gtlsh forth innumerable springs 
and streams of water which are conducted by means of 
embanked earthen channels even to the top* of the 
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numerous hillocks/’ thus wrote Bernier. Again, “ The 
numberless streams which issue from the mountains 
maintain the valley and the hillock (Karewas) in the 
most delightful verdure. The whole kingdom wears the 
appearance of a fertile and highly cultivated garden.” 

Saffron was cultivated chiefly at Pampur where from 
ten to twelve thousand hi gluts of land were under cultiva¬ 
tion. At Paraspur also there were some saffron fields. 

The method of cultivation is given very clearly by 
Jehangir in his Memoirs. 16 There was a curious supersti¬ 
tion then in existence. When the cultivation began, 
the farmers worshipped at the Zewan spring and after¬ 
wards poured cow’s milk into it. If as it fell, it sank 
into water, it was considered a good omen and a plenti¬ 
ful nop was expected; but if unfortunately, it only 
floated the peasants considered it an adverse omen. 

In the IP aqyat-i-J chang in , it is asserted that in an 
ordinary year 400 maunds of saffron were produced. 

Half belonged tffthe government and half to the culti¬ 
vators. 

During the time of Akbar the price of Kashmir 
saffron was from Es. 8 to lls. 10 per seer (li lbs.) and 
in Jehangir’s time also about the same. We might again 
deduce from it the purchasing power of a rupee during 
the Moghul period. Taking ordinarily the price of a 
seer (1£ lbs.) of saffron as Rs. 60, we come to the 
conclusion that the purchasing power of a rupee was 
then from six to seven and half times the value at 
present. 

Water-melons and some other vegetables were 
cultivated on the floating gardens of the Dal. Water¬ 
melons of Kashmir were so famous that the Moghul 


16 Tuzk4-Jehangiri t translated by Rogers and Beveridge. 
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Emperors specially got them taken to Agra for their and 
their courtiers’ dishes. 

“ Magnificent chinar trees planted throughout the 
valley/’ writes Sir W. R. Lawrence, “ all owe their 
origin to the Moghul vogue, and though it hae been said 
of the emperors, that they were stage kings, so far as 
Kashmir was concerned, they would be entitled to the 
gratitude of posterity if only for the sake of the beauti¬ 
ful plane tree. In the vicinity of the Dal there were 777 
gardens in the Moghul times, and the roses and the bed- 
musks brought in a revenue of one lakh of rupees per 
annum.” 17 

Kashmir produced a great variety of fruit in 
abundance. They were much better than Indian fruits. 
Besides plum and mulberries the fruits were numerous. 
“ Melons, apples, peaches and apricots are excellent,” 
remarked Abul Fazl. Though grapes were in plenty, 
finer qualities were rare. Bernier who travelled with 
Aurangzeb from Agra to Kashmir is ail praise for the 
fruits. “ The .whole ground is enamelled with our 
European flowers and plants and covered with our 
apples, plum, apricot, and walnut trees, all bearing 
fruits in great abundance. The private gardens are full 
of melons, radishes, most of our potherbs and others 
with which we are unacquainted.” But as compared 
with French varieties the Kashmir fruits do not seem to 
have reached the same level. “ The fruit is certainly 
inferior to our own,” continues Bernier, “ nor is it in 
such variety; but this, I am satisfied, is not attributable 
to the soil, but merely to the comparative ignorance of 
the gardeners, for they do not understand the culture 
and grafting of trees && we do in France/* 1 ® He was, 

17 The Valley of Kashmir, by Sir W. K. Lawrence, p. 196. 

U Constable and Smith's Travele, p. 897, 
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however, certain that with the introduction of better 
grafts from foreign countries and by paying more atten¬ 
tion to planting and soil, the Kashmiri fruit would 
attain the same degree of perfection as the French. 

However, in 1590 A.D., Mohammad Quli Ifshar, 
the Daroga of the gardens, first of all grafted Kashmir 
fruit with peaches brought from Kabul. The experi¬ 
ment succeeded and after that grafting was widely 
practised. 

The zamindars kept bee-hives. The honey was 
exported to India and China. 

Milk and butter was in abundance and though 
Kashmiri cows were smaller in size than the cows in 
India, they yielded larger quantity of milk. 

Fish formed the chief ingredient of food of the 
Kashmiris during the Mughul period. Fish were 
generally caught in the Jhelum, the A char lake and the 
Nala Sind. Spears were the chief instruments of 
fishing. Placing baskets against the course of a brook 
was also another method of catching fish. Nets do not 
seem to have been used then. No tax was levied on 
fishing. 

From all this it appears that the peasant was in Peasant and 

labourer. 

fairly comfortable circumstances. The enormous amount 
of revenue paid must alone convince us that the peasant 
worked hard and got a fair remuneration. We can in 
no way give an accurate picture of a peasant's life during 
the Moghul period, but suffice it to say that for the most 
part, he could enjoy the fruits of his labour with ease 
and with very little molestation from the high or petty 
officials. 

As regards the position of unskilled labourers, we 
may safely assume that their condition was also fairly 
good. Of course, hegar was not uncommon even at that 
time, but the practice does not seem to have reached 
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the same alarming degree as during the Pathan, Sikh 
and the early part of the I)ogra periods. As Lawrence 
puts it, “ The very durability of some of the buildings 
of the Moghuls, suggests that the work was paid for. 
Buildings constructed by forced and unpaid labour do 
not last long." We have got the authority of the 
inscription on the Kathi Darwaza of the wall round 
Hari Parbat (which was built during Akbar’s time) 
that labour employed in constructing it was paid for. 19 
When Aurangzeb visited Kashmir, all the luggage of 
the Royal camp was carried by Kashmiri porters from 
Bhimber to Srinagar. More than 15,000 of them had 
collected at Bhimber, some of them sent by the governor 
of Kashmir and the neighbouring rajahs and some had 
come voluntarily in the expectation of earning a little 
money. 

The wages fixed bv the emperor were 10 crowns 
(French) for every 100 lbs. weight. 20 The journey took 
five days on foot. Considering the mountainous paths 
and the passes that are to be traversed on this way, a 
coolie could not carry more thau 50 lbs. Therefore the 
daily wages were 1 crown which is equal to Re. 1 of the 

19 The full inscription runs as follows :— 

iX** 

<>u*y vyiD** «4X) s<> 5 ^ 
t>UUvl y> 

taco' 

)) La ^Ua 

?yir ib y ^ 

20 Bernier's Travels, edited by Constable and Smith. 
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present day in purchasing power. This being the rate 
of the government which must have been lower than the 
ordinary rate, it can be deduced that unskilled labour 
was fairly paid for. 

Non-AgriculturaJ Production. 

Kashmir had large tractts of forest-land and it is 
chiefly on account of this that wood was so cheap here. 
No consideration, during the Moghul period, seems to 
have l)een paid to the conservation and the proper use 
of forests. They were considered the property of every¬ 
body and were freely exploited. Had it not been for 
the enormous tracts of forest, Kashmir would now have 
been devoid of this natural boon—so ruthlessly did the 
people cut and destroy trees. If you cared, you could 
go to a forest, cut a tree and use it for your own 
purposes; or you could buy wood for a trifling sum from 
one who had secured it by the same process. Travellers 
to Kashmir had been struck with the vast amount of 
wood used for building and other purposes. “ The 
houses are all of wood/’ wrote Abul Fazl. Similar 
remarks were made by Bernier. It was only during the 
last fifty years that proper attention has begun to be 
paid to the forests. 

Geologists have asserted that Kashmir abounds in 
mines of every sort. During the Moghul period the 
iron mines of Shar and Anantnag were exploited. They 
supplied the whole of iron and steel used in the valley. 
These mines were in operation only until recently. 

There was a quarry of agate and oynx near the 
village of Khonamuh which supplied stones for the 
artistic manufacture of stone-work, for which Kashmir 
was famous. 

Though there was no gold mine in Kashmir proper, 
there w^as one near Muzzafarabad. A fairly good amount 


Forests. 


Mines and 
minerals. 
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Handicrafts 
in general. 


of gold for coinage and ornamental purposes came from 
this place. There was also a copper mine at Aishi 
Muqam, but it did not yield much of the metal. 

Kashmiris are celebrated for industry and workman- 
ship. During the Moghul period Kashmir arts and 
crafts had reached the highest pitch of efficiency. The 
Moghuls, be it said to their credit, took a keen interest 
in Kashmir products and encouraged industries in every 
possible way. Wood-work, metal-work, stone-work, and 
papier machie were the chief handicrafts of Kashmir. 
“ The workmanship and beauty,” observes Bernier, 
of their (Kashmiris’) pallceys, beadsteads, trunks, 
inkstands, boxes, spoons, and various other things are 
quite remarkable. They perfectly understand the art of 
varnishing and are eminently skilful in closely imitating 
the beautiful veins of a certain wood, by inlaying with 
gold thread, so delicately wrought that I never saw 
anything more elegant or perfect.” 

Paper was not manufactured in Kashmir before the 
time of Akbar. A small quantity began to be imported 
from India after ‘that. For writing purposes birch-bark 
was used. Kashmiris prepared a special kind of 
indelible ink. The writing would last for ages, no matter 
to what rough us© the manuscripts would be put. 
Thousands of valuable manuscripts of this sort were 
destroyed by the Pathans. The majority of the few that 
are still extant were found in many wells. In spite of 
lying in water for centuries, no harm has been done to 
them. 

The art of building was improved during the Moghul 
period. The numerous beautiful Moghul gardens in 
Kashmir give a striking evidence of this. Of course, 
ancient Kashmir architecture was not in any way inferior 
to the Moghul, but what with the fall of the Hindu 
kingdom, and the tyrannies of the Sultans, and the 
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destruction of temples and grand buildings by Sikandar 
the Iconoclost, Kashmir architecture received a check 
and had not the Moghuls revived this art, no wonder 
that by bow it would have been extinct. 

But the chief manufactures by which Kashmir was and 

famous was the prodigious amount of shawls and woollen 
stuffs that were prepared in this country. These were 
the staple commodities that were exported and filled the 
country with wealth. Shawl industry gave employment 
to thousands of men, women and children. During the 
Moghul period this industry received a great stimulus. 

Akbar was very fond of shawls. He took great pains 
to improve this indigenous industry of Kashmir. This 
he did in the following four ways: 

“ His Majesty has ordered four kinds to be made. 

First , Toos Asset, which is the wool of an animal of 
this name whose natural colour in general, is grey inclin¬ 
ing to red, though some are perfectly white; and these 
shawls are incomparable for lightness, warmth and 
softness. Formerly they were always made with the 
wool in its original state, but His Majesty has had some 
of them dyed and it is surprising that they will not take 
the red colour. Second, sefed alcheh , whieh they also 
call tareJidar. The natural colours of this wool are 
white or black; and they weave three sorts of them, 
white, black and grey. Formerly there were not above 
three or four colours of shawls, but His Majesty ha* 
made them of various* hues. Third , zerdozy , gulabetun , 
heshdeh , culgha , handenun ♦ cheet , alcheh and perzdar 
which are of His Majesty’s invention. Fourth , from 
being short pieces he had them made long enough for 
jamas , 

“ Formerly shawls were but rarely brought from 
Kashmir and those who had them used to wear them 
over their shoulders in four folds, so that they lasted 
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for a long time. Now they are worn single by people 
of all degrees. His Majesty has introduced the custom 
of wearing two shawls, one under the other, which is 
considerable addition to their beauty. By the attention 
of His Majesty, the manufacture of shawls in Kashmir 
is in a very flourishing state.” 21 

During Akbar’s time, shawls became very popular 
and were manufactured in numerous grades of prices, 
to suit the purses of both the middle and the upper 
classes. The price of an ordinary piece of shawl 1| yard 
long was from Rs. 2 to 8 mohurs, which according to 
the present approximate purchasing value means from 
Rs. 12 to Rs. 720. Following may be quoted as 
examples: 

Shawl cheetah from Rs. 2 lo 2b mohurs 
Shawl foteh from £ to 3 mohurs 
Shawl pieces for jamah from J to 4 mohurs 
In the time of Aurangzeb also shawls were the 
fashion of the day. The Moghuls and Indians, both 
men and women wore them in winter round their heads 
passing them over the left shoulder as a mantle. Leaving 
the gradation of price and length aside, two kinds were 
chiefly manufactured. The price of the best kind of 
shawl piece about three yards in length and two in 
breadth, with ornamental embroidery about a foot in 
length at both ends, was from Rs. 50 to Rs. 150, which 
according to the present purchasing value of a rupee 
would be from Rs. 300 to Rs. 900. “ The fur of the 

beaver,” wrote Bernier, “ is not so soft and fine as 
these shawls.” 

The Moghuls made great efforts to manufacture 
shawls down in the plains. In fact, during the time of 
Akbar there were about 10,000 workmen at Lahore. But 


21 Ain-i-Akbyri, translated by Gladwin, p. 79. 
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this experiment failed on account of the hot climate. 
Again, Jehangir and Shah Jahan took great pains to 
manufacture shawls at Patna and Agra but the 
experiment again failed. The shawl industry could 
not, therefore, hut flourish in Kashmir during the 
Moghul period. 

The other woollen manutactures were pattu and 
dirma. Kashmiris made their clothings out of these. 
Besides this use, pattu and dirma were also exported, but 
not in such quantities as shawls. Woollen cloths com¬ 
ing from Tibet were much better than Kashmir pattu and 
dirma and, therefore, were preferred in India. A than 
(ten yards) of pattu could be had for 1 to 2 rupees (6 to 
12 rupees of the present valuation) and a than of dirma 
for 2 to 4 rupees. 

Cotton was grown, spun and woven in Kashmir for 
the use of the Kashmiris themselves. It was not ex¬ 
ported. 

A good quantity of silk was produced in Kashmir. 
“ The mulberry is little eaten/' 22 Abul Fazl writes, 
k< its leaves being reserved for the silkworm.” The eggs 
were brought from Uilgit and Ladakh and were reared 
here. But “ the production of silk in Kashmir was 
worked up locally and does not appear to have been 
extensive.However, the little quantity of fibre that 
was produced was exported to India, no silk-weaving 
industry being present here. 

Another commodity that was prepared was the 
Kashmiri cap. It was peculiar to this country and was 
called a khub. These caps were exported to India and 
the Moghuls used to wear them under their turbans. 
The price of this cap was from 2 damn to Rs. 2 (i.e., from 

22 Jarret’s Atn-i-Akbari , p. 349. 

23 Moreland, Op. cit. 
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Industrial 

organisation. 


Wages. 


6 annas to Ks. 12 according to the present purchasing 
value of a rupee). 

Very little is known about the industrial organisa¬ 
tion in Kashmir during the Moghul period. Since 
Kashmiris dislike change and, in fact, have very little 
changed, the present system must have in all probabi¬ 
lities, been in existence even then. Of course, there was 
no foreign capital in the country. For weaving of 
shawls and other woollen stuffs the master supplied 
capital and employed the skilled labour of shawhbafts 
and the like. As regards building and other purposes, 
the labourer, be he skilled or not, must have got his own 
tools, etc. 

Similarly we lack information a.s regards the wages 
of a skilled labourer. Considering the vast number of 
people employed and the low price of shawls, it is most 
probable that a labourer must have received low wages. 
This receives another support when we imagine a fairly 
wealthy capitalist and a poor labourer, perhaps in debt, 
and with no weapon whatsoever to press his demand 
for higher wages. 


Commerce. 

Kashmir was accessible by 26 different routes. But 
the chief among them were cia* Bhimber and Pakhli. 
These were passable on horseback. Of the first, there 
were three branches, vise., Hastibanj, Pir Panjal, and 
Tangtallah. Troops, etc., generally came via Hastibanj 
and Pir Panjal. The Tangtallah route does not exist 
nowadays. We might here give the various stages on 
these routes from Gujarat to Srinagar. 

From Gujarat— 

Daulatnagar—twelve miles north of Gujarat. 

Bhimber—sixteen miles north, on the western bank of 
the Bhimber river. 
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Ohauki Hati—Tieffenthaler places it seven miles north 
of Bhimber and speaks of its having 
a cave with two elephants carved on 
the rock. 

Nowshera—sixteen miles north of Bhimber, on the 
western bank of the Tawi river. 

(hangiz Hati—Tieffenthaler places it four and half 
miles north of Nowshera. 

Inayatpnr—Probably Moradpur, seven miles north-east 
of Changiz Serai. 

Eajoar—sixteen miles N.N.-E. of Nowshera. 

Thanna—Thanna Bazar, twelve miles north. 

Baramgala—five miles N.N.-E. There is a waterfall 
here. 

Poshana—two miles from Baramgala. 

Serai Ali Mardan Khan—three and half miles onwards. 

Serai Sokhta— 

Hirpur—ten miles north of Poshana. 

Shadimarg or Shajamarg—six miles from Hirpur. 

Khan pur-—eighteen miles N.N.-E. of Hirpur and eleven 
miles south of Srinagar. 

Srinagar—eleven miles north. 

Another road passed from Eajoar to Kashmir: 

Eajoar 

Saifabad 

Pooneh—forty-two miles N.N.-W. of Eajoar. 

Aliabad-—between Pooneh and Fri. 

Fri—seventeen miles north of Pooneh. 

Bhuniar—eight and half miles N.N.-E. 

Baramnla—ten miles east; Srinagar is thirty miles east 
of it. 
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Tieffenthaler speaks of the following route as generally 
followed by merchants: 

From Najibgarh, Alamnagar: Dharampur: Shahranpur: 

Tajpur: Gular: Nanh (at this place the 
road enters into the mountains), 
Bilaspur: Jala: Zoali: Haripur: 

Makrota: Bissuli: Badroa: Kishtiwar: 
Srinagar. 24 

There were two trade-routes to Central Asia. The 
first passed through Gilgit and Kashgar and the other 
was from Skardu to Yarkand, which passed the Baltero 
glacier and which, owing to change in the ice, is now 
no longer passable. These two routes also led to China, 
with which country ail appreciable percentage of trade 
was in existence then. “ But since the irruption of 
Shah Jehau into Little Tibet, the king of the latter 
place, not only interdicted the passage of the caravans, 
but forbade any person from Kashmir to enter his 
dominions.” Trade connections between Kashmir and 
Central Asia and China were so intimate that they could 
not wholly be cut off. The merchants, instead, took a 
circuitous road. From Kashmir they went to Patna 
in Bihar and Orissa, thence to Nepal, via Kuti (Nilam) 
Pass to Shigatze, and thence to Lhassa. From Lhassa 
there was a trade-route to Shinning Fu on the Chinese 
Frontier, north-east to Khosai and the Charing Nor. 
Exports and The principal markets for the Kashmir products 
imports. were the whole of India, Central Asia and China. 

There were also trade connections with Jammu, 
Dardistan and other adjoining provinces. 


M Jadunath Sarkar, Op. cit. 



ECONOMIC SURVEY OF KASHMIR DURING MUGHAL PERIOD 663 


The following table shows the principal commodities 
imported from and exported to, the following countries: 


! 

Country 

Exports 

Imports 

India ... ... 

I 

Fruits and vegetables, 
saffron, horses, shawls 
and woollen stuffs, 
silk-fibre, wood-work, 
metal-work and stone¬ 
work. 

! 

Precious metals 
! for ooinage and 
ornaments. 

Central Asia and 
Tibet 

! 

Spices, wood-work, 
metal-work, stone- 
work and pattu. 

Woollen cloth, 
musk, crystal, 
jade, Tus, gold 
and salt. 

China... ... ' 

! 

i 

Shawls, kuthy a small 
quantity of ootton i 
doth. 

Tea, musk,China- 
i wood, Kahruba, 
and Mumiran-i- 
Chini. 


From this table it appears that Kashmir during the 
Moghul period was self-sufficient so far as the necessaries 
of life are concerned and that the only imported com¬ 
modities were either articles of luxury or medical plants 
and drugs. On the. other hand, it exported a prodigious 
amount of costly shawls and other costly materials, 
horses, fruits, saffron and silk. Evidently we must 
have got a favourable balance of trade and consequently 
Kashmir must have been commercially in a prosperous 
condition. 

No particular commercial organisation existed in Commercial 
Kashmir. In so far as the trade with Central Asia and or £ an,satlon 
China w r as concerned, the Muhammadans took a leading 
part. The Chinese and Central Asian caravans also 
came to Kashmir. 

As regards the trade with India it was partially 
carried on through the agency of the Moghul govern- 
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.meat and partly through Indian traders. Most of the 
shawls exported, for instance, were taken by the govern¬ 
ment and sent to Agra where some of them used to be 
presented to the emperor and some sold to courtiers and 
other high class people. Indian traders came to Kashmir 
and purchased various commodities which they sold in 
the chief cities of India. The Moghul Kmperors in their 
many visits, were followed by hordes of these traders. 
Kashmiris do not seem to have got much commercial 
enterprise and very few’ of them went even outside the 
valley, to sell their products. Consequently much profit 
was earned by outside traders. 

No melon were held. Selling and buying was done 
at the shops or houses of tradesmen and manufacturers. 

Srinagar was the chief centre of internal trade. It 

Internal 

trade. was a flourishing city and the home of artisans of 
various kinds. Trade was very brisk and the streets 
were lined with long row\s of shops of various com¬ 
modities. 

The town of' Anantnag was also a trade centre and 
supplied many commodities such as pat tv , cooking 
wares, etc,, to the w f hole of the valley. 

The chief means of transport in the valley was the 
liver. Porters also carried great loads over difficult 
country. Horses were used for carrying shall and other 
foodstuffs. Hand carts, bullock carts and wheeled 
traffic were unknown. Roads were, therefore, narrow 
and two horses at most could walk abreast. 

Famines and Epidemios. 

Besides political disturbances, Kashmir has severely 
suffered from natural calamities. Times and oft this 
beautiful valley has been ravaged by the blown of 
famines, fires, floods, earthquakes and epidemics. 
During the Moghul period these natural calamities were 
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not a few. In Akbar's time a severe famine occurred 
and despite the mighty efforts of the Moghuls, took a 
heavy toll of life. Kashmir has, as someone said, never 
suffered from lack of water, but always from an excess 
of it. In 1002 A.D. a flood devastated the crops, thus 
adding the miseries of a famine to the already miserable 
people. When Akbur heard of it, he deputed many 
officials to make arrangements for the carriage of grain 
to Kashmir. After the famine subsided a little, he order¬ 
ed a wall to be constructed round Hari Parbat, so that 
it might give employment to people. The emperor sent 
Rs. 1,10,00,000 from Agra and liberal wages were paid 
to the labourers. 25 This alleviated to some extent the 
sufferings of the impoverished people. 

During Jahangir's reign (in 1015) an epidemic of 
plague occurred in the valley. The king describes it 
very touchingly in his Memoirs: “ On this day a report 
of the chronicler of events arrived, stating that plague 
had taken firm hold of the country (Kashmir) and that 
many had died. The symptoms were that on the first 
day there wan headache and fever and much bleeding 
from the nose. On the second day the patient died. In 
the house where one person died, all the inmates were 
carried off. Whoever went near the sick person or a 
dead body was affected in the same way. In one 
instance the dead body was thrown on the grass and 
it chanced that a cow came and ate some of the grass. 

It died. Things had come to such a pass that from fear 
of death fathers would not approach their children and 
children would not go near their fathers. A strange 
thing was that in the ward in which the disease began, 
a fire broke out and nearly 3,000 houses were burnt. 

^5 Lawrence, in bis Valley , says that single woman received 4 annas and 
jnamed woman 6 annas per day. 
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I trust that the Almighty will have mercy on His sinful 
slaves, and that they will be altogether freed from this 
calamity.” 

In 1610 A.D. a great conflagration occurred in 
Srinagar, in which 12,000 houses were burnt to ashes. 
Jehangir was then in Kashmir and though his presence 
encouraged frantic efforts io bring the fire under control, 
yet all was of no avail. 

There occurred several earthquakes in 1652 and 
1668. 

During the reign of Shahjahan (in 1648) a severe 
famine visited the valley. Again the excess of rains 
was the cause. Grain was imported from Lahore, 
Gujarat and Siaikot which rendered some help to the 
people. 

The economic* consequences of these natural 
calamities were far-reaching. Though the Moghul rule 
in Kashmir was to some extent a peaceful one, yet these 
natural calamities played havoc amidst the people. The 
various industries of Kashmir received a check. Parti¬ 
cularly did the labourers suffer from these calamities. 
Ai the time when they had to fight with famines and 
epidemics, they were paid lower wages. It is not, there¬ 
fore, strange that the majority of deaths took place 
among the low class people. 

The Standard of Life. 

Kashmir, as we have observed, was materially in a 
fairly prosperous condition. The standard of life, there¬ 
fore, was also fairly high. From the description given 
by Abul Fassl, Jehangir, and Bernier, we gather that the 
people of Kashmir lived in no inferior standard to the 
people of the rest of India* On the other hand, we are 
inclined to believe that the standard of life in Kashmir 
was higher. 
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The houses were all of wood, though there was also 
a large quantity of free stone in the country. Wood 
was preferred chiefly on account of its cheapness and 
also on account of earthquakes. Majority of houses 
were four-storey high. Adjoining to almost all the 
houses were private gardens which were kept in a well- 
cultivated condition. This clearly shows that the people 
were well-off. Wooden houses must not be taken to 
denote hujras . A sample of this kind of wooden house 
is still extant at Bulbul Iiankai (which was built 600 
years ago). Articles which we nowadays consider as 
necessaries (like metallic wares, carpets and chairs) 
were not in free use in the sixteenth and seventeenth 
centuries. This, however, does not prove that the 
people were not happier or lived in an inferior standard. 

It only shows the general backwardness of times in the 
various fields of science. 

The standard of life among the middle class, like 
Pandits, was not inferior to the present time. They 
were employed in the government service, ran schools, 
practised medicine, cultivated land, and did business. 

Of course, they were not left in peace to enjoy the fruits 
of their labour, being sometimes persecuted by bigoted 
governors: chiefly in the time of Aurangzeb. 

The condition of the lower classes was also fairly 
good. We have seen that numerous industries flourish¬ 
ed in Kashmir during the Moghul period giving employ¬ 
ment to thousands of men, women and children. Though 
wages paid do not seem to have been as high as they 
ought to have been, we may safely assume that the 
lower class was more prosperous during the Moghul 
period than (excepting the present) in the succeeding 
periods. 

The people take their pleasure in skiffs upon the 
lakes,” wrote Abul Fazl. This sentence is highly 
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enlightening on the general standard of life. 'People 
think of enjoyment only in times of peace and prosperity 
and we may, therefore, safely conclude that both of 
these blessings were present in Kashmir during the 
Moghul period. 



MARKETS AND PRICES OF ARTICLES 
IN BENGAL (1740—1765) 


BY 

Kali Kinker Dutta, 

Government Research Scholar , Patna. 

Generally every important city 1 or village had a market with¬ 
in its boundary. 2 The markets in the cities 3 contained shops of 
almost every article of necessity as well as luxury, e.g., sweet¬ 
meats, sugar, bhura (unrefined BUgar), milk, ghee, betel leave®, 
betel nuts, mace, cloves, nutmeg, sandal, saffron, firewood, etc. 4 
Ramaprasada’a description of the market in the city of Burdwan 
deserves notice in this connection. He writes, “ Beyond these the 
poet (Sundara) saw the King’s market with thousands of foreign 
merchants sitting there. There were hundreds of traders and 


1 This is dear from the description of cities in Vijayarama’s Tlrthamangala, 
(1769 A.D.) where the author has carefully noted the market places, visited by 
him and his master Kp^ia Candra Gho§ala. 

2 Bazars existed even in places which were not trade centres. ’* Nattour has 
a large bazar but is a place of no trade.”—Rennel’s Journals, p. 83. 

3 By cities here, 1 mean capital cilies : rule Kennel's Description of Cities and 
‘ Capitals of Provinces.’ 

4 Bh&ratacandra’s Vidyasundara, Chap. ‘ Malimr besatir his&b.’ From this 

chapter we can also get an idea of the articles of daily consumption in middle 
class family. ' 
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shop-keepers and countless gems, pearls, rubies. There were vari¬ 
ous kinds of fine and beautiful cloths such as vanat (felt-cloth), 
makhinal (velvet) Pattu, Bhusnui, 5 Batadar, Daccaia, 6 Maldai, 7 
and various other kinds, much liked by the Amirs (the rich). 
There were many bilfiti (foreign) articles of fancy price or of 
fashionable designs, 8 which were, however, heaped together for 
want of customers. Everything was cheap and easily available. . . 
Baghai Kotwfil, with pride equal to that of the Lord of 
Death and with red eyes, was present there on an elephant^ 
back.” 9 10 

At that time Calcutta had about ten or eleven such Bazars, 
viz., Soba Bazar, Dobapara Bazar, Hautcuia Bazar, Baug Bazar, 
Charles Bazar, Sam Bazar, New Bazar, Begum Bazar, (rasthola 
Bazar, John Nogore, (hinge or Mondy Bazar, situated in the dis¬ 
trict of Govindpur. w The several articles on which a duty was 
collected at the Gunge or Mondy Bazar were: rice, paddy, gram, 
and all other kinds of grain; as also tobacco, ghee, cloth, oil, 
gunnies, eapas, seeds, betel-nut exported ,—“ in short on every 
article that comes within the denomination of common food, or 
the common necessaries of life.” The duty collected by the far¬ 
mer of the Gunge on rice, at 1 maund per rupee, was the nearest 
8 per cent, and on every other article 3 pies sicca per rupee, or 


5 Perhaps refers to clothe manufactured at Bhusna Peruana. 

6 Cloths manufactured in Dacca District. 

7 Cloths manufactured in Maldah District. 

8 According as we read beA Kimmater ‘or’ be A K ism a ter; the latter is 
more probable since m the next sentence the writer speaks of the cheapness of 
all goods. 

9 Ramaprasada’s Vidyasundara, Chap. BSzarvarpana, p. 0, Vasumati editioB- 

10 Consultations, October 9, 1752 A.D. 
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1 rupee 9 annas per cent. 11 The several articles 12 brought for sale 
in the Suttanutty market and Soba Bazar had an established charge 
or rate, from one gonda of cowries to G /jun per diem, on each 
shop, bundle, bag, or piece according to the different value or 
species of goods. dram, mustard seed, wheat imported from 
Hugli and other places paid 6 gondas of cowries on each sicca 
rupee, sugar on each bag 2 annas, ghee on each dupper G annas, 
honey on each dupper 2 annas. 13 The duties levied in other 
markets, as veil the articles on which they were levied, greatly 
resembled those in the abovementioned two Bazars. The great 
Bazar, under the district of I)ce(i') Calcutta, was farmed out in 
three partitions under the heads of—(/) .low Bazary, or duty on 


41 Hdwell'* Indian 

Tracts, pp 210 

210 Th<» income from the 

farming of 

ilie (lunge were as follows : 




Year 

Amount 

Yea r 

Amount 


1738 

0501 

1746 

13201 


1730 

0505 

1747 

17002 


1710 

0025 

171R 

18203 


1741 

0655 

1740 

14004 


1742 

0055 

1750 

10100 


1743 

7000 

1751 

12010 


1744 

8500 

1752 

22760 


1715 

11200 




12 For the different 

articles, vide p. 

0. 



13 Holwell's Indian 

Tracts, pp 210- 

~~210. Suttanutty 

market and 

Sovabazar 

yielded since they were 

first formed as 

follows : 



Year 

Amount 

Year 

Amount 


1738 

3504 , 

1746 

4172 


1730 , 

3589 , 

1747 , 

4370 


1740 ; 

3897 

1748 , 

44*22 , : 


1741 

4012 . 

1749 . 

4599 


1742 

3532 ,/ 

1750 

4849 


1743 

3758 -;, 

1751 

5000 4 ,. t 


1744 

3991 

1752 x , 

7510 ,., fl 


1745 

4332 

... » 

, . , S | 
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greens, fish, roots, pans (betel), etc.,—common necessaries of life, 
(Uy Iron, ghee, sugar, betel-nut and merchandise, (Hi) the duty 
of Royally or Jouldary. The first of these was farmed in Novem¬ 
ber but the second and third in April. 14 In the second partition 
of the great Bazar, duties on iron, ghee, sugar, etc., were collect¬ 
ed. 16 Iron paid a duty of Rs. 1-15-3 per maund, when both ex¬ 
ported and imported; Balasore stone dishes paid Rs. 10 per 100 
dishes. Balasore stone cups Rs. 8 per 100 cups, betel-nut paid 
a duty of Rs. 1-15-3 per cent both in imports and exports. Pepper, 
copper, tootenague, lead, dammer, cotch, chanks (fonkha-conch- 
shells), paid a duty of 2 per cent on imports and exports; sugar 
paid 4 annas per each ox-load of two bags; honey, wheat and wax, 
2 per cent on imports and exports. Rice and grain imported paid 
2 seers, 8 chattak per each ox-load; rice and grain exported paid 


14 Hoi well’s Indian Tracts, pp. 210- 216. Tilt* .Tow Bazar v had produced since 
it was first formed as follows: 


Year 

Amount 

Year 

Amount 

1788 

16$) 

1746 

2185 

1789 

2029 

1747 

2185 

1740 

1980 

1748 

2285 

1741 

1765 

1749 

2400 

1742 

1804 

1750 

2400 

1748 

1994 

1751 

2600 

1744 

2007 

1752 

3500 

1745 

2807 


... 


16 This produced, since it was first farmed, as follows : 


Year 

Amount 

Year 

Amount 

1788 

1101 

1746 

1347 

1789 

1156 

1747 

1845 

1740 

1156 

1748 

1845 

1741 

1156 

1749 

1867 

1742 

1250 

1750 

1662 

1748 

3150 

1751 

2300 

1744 

1200 

1762 

2100 

1745 

1820 

• •• 

«* ♦ 
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1 seer 4 chattak per rupee; gram imported paid 6 puns 1 cowrie 
per rupee; turmeriok, ginger, sandalwood, red lead, long pepper, 
saltpetre, lac, gunnies, etc., paid a duty of 2 per cent; tobacco 
imported paid 2 annas 3 pies per ox-load; tobacco exported 2 per 
cent and 2 puns of cowries for each ox. Brass plates paid a duty 
of 8 annas per maund on both imports and exports. The third 
partition of the great Bazar, farmed in the month of April was the 
Jouldarv or Weighman’s duty of 1 seer 4 chattak per rupee, levied 
on all rice, paddy, gram, wheat, etc., imported in the great 
Bazar.* 16 

Holwell says that, for a few years since 1738, the method of 
farming the company’s Bazars had been greatly corrupted in the 
hands of Govindaram Mitra : the farms were not sold at public 
auction or outcry in presence of the Zemindar hut the prices were 
settled in the house of Govindaram Mitra, who under fictitious 
names, took most of the good ones for himself and disposed of the 
others that were more precarious, to his friends and relatives; he 
reported these prices to the Zemindar for his confirmation and 
several “ pattas ” were ordered to he drawn out accordingly, 17 


farm produced 

to the Company 

as follows : 


Year 

A mount 

Year 

Amount 

1788 

726 

1746 

1161 

1739 

717 

1747 

1164 

1740 

71S 

1748 

1180 

1743 

783 

1749 

3219 

1742 

3108 

1750 

1727 

1748 

700 

1751 

1900 

1744 

1036 

1752 

1900 

1745 

1139 

... 

... 


Hoi well's Indian Tracts, pp. 210—210. 

17 Ibid,, pp. 180—182. Govindaram Mitra was accused of frauds, relative to 
the farms and bazars for the yearB 3749, 1750, 1761. He was most violently accus* 
ed by Mr. Holwell, but Mr. Cruttenden and Mr. Mann in gh am were of opinion 
that Govindaram Mitra was not guilty of frauds, as the farms had been made at 
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Rfimaprasaria bus only described the jewellery and doth de¬ 
partments of the market in Burdwan, but a city market also con¬ 
tained various other shops dealing in different articles, e.g., grain- 
golas (barns), grocers’ shops, shops of craftsmen like Sankharls 
(shell-workers), Kansans, etc.,* 8 as we find from several contem¬ 
porary descriptions by Vijayarama (1709 A.D.). The farmer of 
the Suttanutty market in (’alcuttn (which was held twice a week, 
on Thursdays and Sundays) collected duties trom retailers of 
cowries, cotton thread, apothecaries’ shops, oil shops, hardware 
shops, tyar shops, milk shops, jaggree shops, weavers’ shops, 
bra/ders’ shops, potters’ shops, shoe-makers' shops, and from shops 
dealing in sweetmeats, betels, cucumbers, trees, roasted rice, 
tobacco, firewood, straw mats, bamboos, betel-nut, greens, sugar- 
canes, plantains, tamarind, salt, cloths, rice, venison, paddy.* 9 
Strict order was maintained in these markets by the Zemindars’ 
officers. One of the important functions of the Kotwal (the Police 
Inspector) was to look after the markets and to prevent all sorts 
of disorders in such places, 20 One of these officers, who remain- 


public cntcbery, due intimation being given beforehand, and as then* was no 
order that did not entitle the said Mitra to an equal right to purchase as well 
as any other. The majority of the Board was of opinion that (lovindaram was 
not accountable for any gains or other advantages that he had gathered on the 
farms for these three years,—Public* Proceedings, dated 11th October, 1752. 

18 “ The boats soon reached the market-place at Bhagwangola, and all shouted 
out ‘ Hari, Hari 1 ’ Thcv were highly pleased to see the market, and surveyed 
the whole oily on foot. The market, beautiful to look at, extended 4 kos (eight 
miles) and was full of numerous sankhariw (shell-workers). kansSris and weavers. 
The streets were filled with grocers’ shops, and they all spoke highly of the 
market. There were also innumerable grain golas (rice and pad^barns) there. 

i ( , ,'fTM 

They left the place after halting there for two days.”—Vijayarama’s Tirtha- 
mahga’la, pp. 30-40. Almost similar description baye hew gitffov <>f in 

other cities also, c.g., Eajmahal (Ibid., p. 43); Kaliganj Ubid p. 40): Futwfib 
(Ibid., f>.‘ 6*2) ;kissi in bazar tltiid p. 1 'lOOj; iTutwah (p. 193). K * ' ' 

Y « - • • ‘ •/ *'* -“*»'• \ f>'Ti 

Hol wall’s Indian Tracts, pp,. 210—216. . y . . , 

■ ,2Q FiVfc. flight®,. ,y» tjw,,City,vfqliqe. "itiV 
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ed in charge of the markets, examined the weights and measures, 
as well as the quality of the provisions sold, and regulated the 
market prices. Anybody violating these regulations was subjected 
to a severe punishment. 21 

For retail purchases, cowries were more in prevalence than 
coins. 22 Thus we see that the markets were definitely organised 
and controlled by the Zemindars in their respective localities, to 
the convenience of the people in general. 

Prices of Articles. 

In 1729 the prices of the necessaries of life in Murshidabad 
were as follows: (a) Jlansephool, fine rice first sort, 1 md. 10 seers 
per rupee; second sort J md. 2d seers per rupee, and third sort, 
i md. 35 seers; (l>) coarse Desna lice, 4 mds. 15 seers per rupee; 
(c) coarse Poorbie rite, 4 mds. 25 seers per rupee; (d) coarse Mun- 
sarah 5 mds. 25 seers per rupee; (e) coarse Kurkashallee rice 7 mds. 
20 seers per rupee; (/) wheat (first sort) was sold d mds. pei rupee, 
(second sort) 3 mds. 30 seers per rupee; {g) barley was sold 8 mds. 
per rupee; (h) Phenot (a kind ot grain for feeding horses) 4 mds. 
35 seers per rupee; (/) oil (first sort) 21 seers per rupee, (second 


21 [a) “ Beni” sensible that iron and leaden weights by frequent use will 
lose considerably, we therefore now send von a set of brass standard weights 
with proper scales and triangles by which you are immediately to regulate the 
weights at your Presidency, and you are carefully to preserve the said standard 
weights for the same purpose at all times hereafter.—Court’s letter, February II, 
3756 A,D. 

(b) “ Neither could anybody sell anything m less than the proper weight 
nor could anybody cheat others by increasing the price. The Oazi punished him, 
who violated the regulations; the customers as well as the shopkeepers were all 
under his orders. * Vira6J ojan ’ (82 weight) was the standard weiglii in the 
market; nowhere w r as the weight more or less than this standard. It was fixed 
by the Gazi that oil should seH at 1 seer per 12 puns, ghee 1 seer per four annas 
Bamaser Gazir Pnthi,—Typical Selections, eftc., Part II, p. 1853. 

22 “ These being insufficient, I took some cowries from others,"—Bharata* 

candra’s Vidyasundara, Chap. * MalinTr besatir hisab.’ , 
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sort) 24 seers per rupee; (;) ghee (first sort) 10£ seers per rupee, 
(second sort) 11£ seers per rupee. 23 

In 1738 rice was sold from 2 mds. 20 seers to 3 mds. per rupee 
and capas 1 md. per 2 to rupees. 24 But by the year 1761, 26 the 
prices had risen nearly 30 per cent more. In that year rice was 
sold 1 md. 32 seers per 1 rupee 4 annas, grain 1 md. per rupee, 
wheat 1 md. 32 seers per I rupee 4 annas, flour 1 md. 3 seers pe* 
3 rupees, oil 1 md. per 6 rupees. Just the next year, the prices 
had gone further up—rice being sold 1 md. 16 seers for 2 rupees 
8 annas, grain 1 md. 12 seers per 3 rupees 5 annas 6 pies, wheat 
1 md. 6 seers per 4 rupees 11 annas, flour 1 md, per 8 rupees, oil 
1 md. per 11 rupees. 26 In Consultations, November 9, 1761, we 
find that the Company’s Government in Calcutta did not realise 
111 at year the annual duties faxed on rice and oil, amounting to 
nearly Rs. 500 in consideration of the great distress and hardship 
under which the people were labouring owing to the dearness of 
these two articles. 27 Further the price of rice was lowered and 
fixed by the Government in the following way: For good Nov¬ 
ember bund 28 rice 35 seers per rupee, ordinary rice 1 md. 10 seers 


to Fort William Revenue Consultations, dated November 29, 1770, quoted in 
Appendix 15 to the Sixth Report, 1782. 

24 Consultation, December li, 1752. 

25 Ibid. 

26 Letter of Govindaram Mitra to the President and Governor, dated 20th 
November, 1752. Vide Long's Selections from the Published Records of the 
Government, Record No. 99. 

27 Long, No. 69, p. 27. The Zemindar was asked to give public notice there 
of. Mr. Holweil who was the Zemindar at that time was however opposed to 
the remission of duty on the ground that the money would not go to the poor 
hut to the dealers. 

28 The term 1 bund ’ occurs frequently in the records. It locally meant 
* season. 1 The November Bund commenced from 1st October to the end of 
February; the March Bund from 1st March to 30th June; the July (or Barsat) 
Bund from 1st July to 30th September—(Murshidabad District Gazetteer, p. 100). 
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per rupee. 29 The Zemindar was directed “ to give public notice in 
all the market places that no person should exact higher prices 
than hereafter specified under a severe penalty.” In 1754 fine rice 
was sold in Calcutta 32| seers per rupee, and coarse rice 40 seers. 30 
The prices of cotton 31 and raw silk 32 had also increased consider¬ 
ably. 

This increase of prices was due principally to three factors: 
(i) the ravages and plunderings of the Mahrattas, (ii) the imposi¬ 
tion of heavy duties on gross sales of the articles of prime neces¬ 
sity, 33 and (iii) the great rains of April 1751 34 which “ having 
overflowed the country enough to drown whatever was planted in 
the low grounds,” caused a £ great famine/ the like of which had 
not been known “ for these sixty years past for it rose to so dread¬ 
ful a height that many of your inhabitants have perished within 
the town with hunger, a truth well-known to every one.” 36 

The Mahratta irruptions were a calamity of an exceptional 
kind, and they appeared as a terrible scourge, seriously affecting 
the economic condition of the inhabitants of Bengal. In 1751 a 
letter from Cossimbazar stated: “ The dearness of raw silk and 
silk piecegoods for some years past, they find, is owing to the Mah- 
rattas* constantly entering Bengal, plundering and burning the 
people’s houses and destroying the chief Aurungs from whence 
the workmen have fled to distant parts, and not to any malpractice 
in the gentlemen there.” 36 

389 Despatch to Court, January 2, 1752 A.D. 

30 Consultations, June 10, 1754 A.D. 

31 Consultations, December 11, 1752. 

32 Consultations, December 9, 1751. 

33 Letter of Govindaram Mitra, dated Calcutta, 20th November, 1752. 

34 Despatch to Court, February 23, 1752 A.D.; Consultations, 24th November, 
1755. 

35 Letter of Govindaram Mitra, etc. 

38 Consultations, December 9, 1751; Despatch to Court, January 2, 1752. 1 

F. 10 
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Mr. Henry Eelsall, Resident at Balmmgurry, informed the 
Board in the same year that the disturbances occasioned by the 
return of the Mahrattas had prevented him from being able to 
purchase any ready-money goods as the weavers or greatest part 
of them had been obliged to abscond/ 7 In 1753 Mr. Mcguire wrote 
from the same place: “ Weavers at Balasore complain of the great 
scarcity of rice and provisions of all kinds occasioned by the 
devastations of the Mahrattas, who, 600 in number after plunder¬ 
ing Balasore had gone to the Nellegreen hill (Nilgiri hills); several 
weavers have brought their looms into the factory, and the few 
who remain declare they shall be obliged to quit the place.” 38 
In contemporary literature also we find a graphic description of 
the state of destitution to which the people were reduced as a 
result of the devastations carried on by the Mahratta invaders. 
It says: “The Bargis plundered and murdered all whom they 
could lay hold of with the result that no provision could be had; 
rice, pulses, ‘ dal ’ of all sorts, oil, ghee, flour, sugar, salt, began 
to be sold at one rupee a seer. The misery of the people was 
indescribable. Numbers died of starvation. * Gafija , and 
tobacco could not be purchased; so also vegetables of all kinds. 
All of them from the lowest to the highest, including the Nawab 
himself had to subsist on boiled roots of plantain trees. ” 39 This 
account is confirmed by the Rydz-us-Saldtm which uses almost 
similar words: “ to avert death by starvation human beings ate 
plantain roots.” 40 

37 Despatch to Court, February 4, 1751 A.D. 

38 Consultations, February, 1, 1753 A.D. 

39 Mahar&strapurapa. lines 1234—242. 

40 Ryaz-us*Salatin t p. 340. We might very well compare with this the extra* 
ordinarily high prices of articles in Burdwan. as mentioned by BhSratacandra in 
his description of the Malini’s marketing for Sundara, to whom she rendered a 
detailed account of the purchases made by her. She had purchased sweetmeats 
at the rate of 1 seer per 1 kahan (i.e,, 1 rupee), | a seer of sugar at 8 panas 
(annas); sandalwood, cloves and nutmegs were very rare in the market; idle had 
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The imposition of heavy duties on the necessaries of life 
became a source of great hardship to the people. The consumption 
of the necessaries of life must at all times be nearly equal, let the 
price be what it will. A poor man may put off buying a new coat 
until the price of cloth falls, but pressed by hunger every one must 
buy victuals if he has money to purchase it. In order to meet the 
demands of heavy duties the merchants enhanced the prices more 
and more and the people were compelled to meet these high prices. 

Sometimes the competition between two rival trading 
companies enhanced the prices. To fill up their investments 
quickly, the people of the European factories offered high prices 
for cloths and cotton goods to the businessmen and weavers. The 
native inhabitants of .Bengal had in the long run to suffer and pay 
these high prices for their clothing. For example, we may note 
that the competition between the French and the English 
Companies increased the prices of cotton goods and cloths at 
Dacca in 1762 A.D.« 


purchased ghee with great difficulty after searching through the whole market, 
and a * pun ’ (20 gondas) of betel leaves had been purchased by her at 2 panas 
(2 annas); eight bundles of firewood had been purchased at 8 panas (annas); this 
rate was regarded as rather extraordinary, and it was apprehended that, the rate 
would increase day by day. We shall see that the poet s apprehension was not 
unfounded (Bh&ratacandra. 4 MahnTr Vesafcir hisab ’). Bharatacandra completed 
his work in 1752 and it may be reasonably supposed that the high prices he described 
were due to the Mahratta invasions in Burdwan, which city had been most severely 
affected by these invasions. 

41 “ That they now labour there and have done for these two years past 
under the inconvenience of a French Factory continually emulating the Hon’ble 
Company’s trade, and have advanced the price of all cloths, both coarse and 
fine, and obliged them to be less severe with their dallols m pricing their cloth. 
They have frequently told them that they were quite indifferent at their ferret¬ 
ing or rejecting their cloth, being sure of disposing of it advantageously to the 
French, that they have been as strict m the examining their cloth as possible, 
and have returned great quantities, even considerably more than they have taken.*’— 
Consultations, December 11, 1752 A.D, 
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Since 1754 onwards we find a gradual rising up of prices of 
almost every article of necessity. In the Proceedings, January 
15, 1759 A.D., it is noticed that the Company bought for the 
Gentoo (Hindu) sepoys 49 mds. and 8 seers of rice at 86 Arcot 
rupees. 42 

About the same time cloves were selling at Rs. 16 per seer, 
mace at Bs. 12 per seer, nutmegs at Rs. 6 per seer, pepper at 
Its. 25 per maund, cinnamon at Rs. 5 per seer, almonds at Rs. 26 
per maund, raisins at Rs. 60 per maund. 43 In 1760 the prices of 
some articles were as follows: Pine rice, Rs. 1-15-0 for a maund, 
coarse, Rs. 1-10-0 for a maund, stick lac, Rs. 5-10-0 for a maund, 44 
dammer, Rs. 2-9-0 for a maund, lump lac, Rs. 7-2-0 for a maund, 
Lothwood, at Rs. 1-9-0 a maund, iron, Rs. 7-5-0 for a maund, 
cotch, at Rs. 8-4-0 a maund. 46 

In view of the scarcity of grain of every kind in Calcutta, 
and of the inhabitants being reduced to great distress, the sea 
and land custom Masters proposed in 1760 A.D., that the 
“ Company’s duties be taken off on grain imported, till the present 
scarcity is over.” It wa$ consequently ordered that “ all duties 
whatever on the importation of grain be struck off till further 
orders.” 46 In the same year the Grand Jury presented to the 
Justices of Ihe Sessions “ as a grievance to the public, the collec¬ 
tion of duties on all provisions and necessaries of life brought into 
Calcutta by land, whereby tbe price of every article of subsistence 
was enhanced to a most exorbitant degree, and the hardship was 
most severe on the lowest class of people.” Taking this into 


4S Proceedings, January 15, 1769 A.D. 

45 Proceedings, November J, 1759. This record mentions another kind of raisins 
being sold at Bs. 50 per seer. 

44 We may compare with this the present price of stick lac which sometimes 
goes above Bs. 100 per maund. 

46 Proceedings, March 20, 1760 A.D. 

46 Proceedings, June 26, 1760 A.X). 
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consideration, the Board took off the land custom duties and re¬ 
moved the chowkeys employed in levying them: the collector’s 
tithe was also taken off. 47 In July 1761 the Board proposed to 
send a sum of money to the markets in the interior of the country 
for the purchase of a quantity of grain to be sold at an easy rate. 
Babu Huzzurimull, a rich merchant of Calcutta, offered to advance 
a quarter of the amount, the Board resolved to send the sum and 
1o take the management of the purchase. Accordingly Rs. 50,000 
(the Company’s 37,500 and Huzzuri mull’s own quarter, 12,500) 
was advanced to Huzzurimull for that purpose. It was further 
resolved to write to the Chief of Council at Luokipur directing 
him to furnish all the grain he could procure until the beginning 
of October ; Cossimbazar and Dacca factories were also asked for 
further supplies. 48 Tn 1762 standard prices of articles of various 
kinds in Calcutta were fixed according to the following rates: 

Cokenill No.-per. a. rupee. 

(Cochineal), 20-0-0 per seer. Cowries, 56 5-0 per cent. 

Coffee, Batavia 8-0-0permaund Dry dates 1-0 Do 


Coffee, Mocha 

17-0-0 

Do- 

Dates net 






Dammer burning 4-0 

Do. 

Coir rope (a) 

12-0-0 

Do. 

(a) 

3-12 per maund, 

Copper, Persia 40-0-0 

Do. 

Raw 

5-0 

Do. 

Plate 

34-0-0 

Do. 

Boyl 



Jappon 

50-0-0 

Do. 

Elephant teeth 






1st sort 

70-0 

Do. 

Coir 

8-0-0 

Do. 

Elephant teeth 






2nd sort 

40-0 

Do. 

Cotton 

24*0-0 

Do. 

Elephant teeth 



Chank (a) 



3rd sort 

25-0 

Do. 

1st sort 

45-0-0 

per. cent. 




2nd sort 

15-0-0 

Do. 

Frankincense 

3-0 

Do. 

3rd sort 

12-0-0 

Do. 

Gold thread 

3-8 

per oz. 

4th sort 

9-0-0 

Do. 

Gum Arabic 

2-0 per maund. 


47 Proceedings, September <i, 1760 A.D. 

48 Proceedings, July 20, 1761 A.D. Mircasim also complains of the dearness 
of grains in his letter to Vansittart, received 16th June, 1761 : Vansittart's 
Narrative, Vol. I, p. 204. 

(a) Coir rope m rope made of cocoanut fibres; Chanks=6afikha, conch*shell; 
Dammer«= resin used for pitch; Crogull = gum* resin; Hurtall=Yellow Arsenic, t used 

for yellow paint. 
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Small 

4-0-0 per maund 

Gaull 

12-0 per maund 




Gogull (a) 
Hurtall (a) 

4-0 

V 

Do. 




1st sort 

20-0 

yj 

Do. 

Hinge (a) 



2nd sort 

13-0 

yy 

Do. 

100-0.0 

Ho. 

Steel 

15-0-0 

u 

Do. 

Ainggrah 

10-0-0 

„ Do. 

Japan wood 

4-0-0 

yy 

Do. 

Iron, Europe 

9-8-0 

„ Do. 

Salt, Persia 

150-0-0 


Do. 

Kissmisses 

15-0-0 

Do. 

Madras 

100-0-0 

y } 

Do. 

Lead 

9-8-0 

„ Do. 

Sindia 

200-0-0 

v 

Do. 

Mace 

8-0-0 

„ seer 

lngeley 

Silver thread 

150-0-0 

», 

Do. 

Nutmeg 

4-0-0 

„ Do. 

„ maund 

3-0-0 

11 

oz. 

Pepper 

40-0-0 

Tobacco 

10-0-0 

ty 

maund 

Pistacha nut 

2-0-0 

„ seer 

Tin 

24-0-0 

yy 

Do. 

Pistaoha flower 1-0-0 

„ Do. 

Tootinague (a) 
Tea in catty 

15-0-0 

J» 

Do. 

Quicksilver 

2-12-0 

„ Do. 




Rose water 

25-0-0 

,, chest 

1st sort 

8-0-0 

J. 

oatty. 

Red lead 

6-8-0 

„ maund 

2nd sort 

4-0-0 


Do. 

Raisin 

12-0-0 

„ Do. 

3rd sort 

1-8-0 

jy 

Do. 

Ratten 

0-12-0 

„ bundle 

Toze 

25-0-0 

yy 

maund 

Sandal wood 

12-0-0 

„ maund 

Vermilion 

4-0-0 

t) 

seer 

Senna leaves 

15-0-0 

„ Do. 

Vordegreaze 

2-8-0 

yy 

maund 

Sugarcandy 

16-0-0 

„ Do. 

White lead 

8-0-0 

yy 

Do. 




Wax Pegu 

32-0-0 

M 

Do.* 0 

Thus the 

prices of articles went on increasing day by day to 


the great distress of the people, till they had their cup of misery 
filled to the brim in the great famine of 1770. Just after the 


Famine the prices became extraordinarily high and in 1776 some 
articles of necessaries were sold as follows: Fine U^msephool rice, 
first sort, 16 seers per rupee; second sort, lft seers per rupee, and 
third sort 21 seers; coarse Desna rice 32 seers per rupee, coarse 
Poorbie rice, 37 seers per rupee, coarse Munsurah rice, 1 md. per 
rupee, coarse Kurkashallee, 1 md. 10 seers per rupee; wheat, first 
sort, 32 seers per rupee, second sort 35 seers per rupee; barley, 
1 md. 13 seers per rupee; Bhenot (a kind of grain for f e e d in g 
horses), 20 to 22 seers per rupee; oil, first sort, 6£ seers per rupee, 
second sort, 6f seers per rupee ; ghee, first sort, 3 seers per rupee, 
second sort, 4 seers per rupee. 60 

49 Midnapur Records, No. 5, pp. 3-4, 

50 Fort William Revenue Consultations, November 29, 1776, quoted in Appeic 
aix 15 to the Sixth Report, 1782, 



EXCHANGE VALUE IN THE MODERN WORLD 


BY 

Nares Chandra. Chatterjea, B.A., 

Calcutta L diversity . 

1. ’* Value i& a social conception; society pats its appraisal 
upon commodities, li value is a measure ot sacrifice and li value 
is a social estimate, value must be the measure of social sacrihce 
or cost. Social sacrifice means the sacrifice which members ot 
society as a whole are willing* to make. The exertion oi one man 
is estimated in relation to the exertion oi another, and the sacrifice 
ot each is compared with the need ol society as a whole. The 
standard is social, not individual. M3 

Here is the theory of value in a society where competition has 
lull play on production. It rests mainly on a labour theory oi 
value. All capital is ultimately made by human labour and 
expenses ol production are mainly resolvable into wages. When 
all members of a society ireely compete with one another in satis¬ 
fying various social needs, their individual exertions are compared 
with the needs of the society as a whole, and they receive wages in 
just proportion to their exertions. There being perfect freedom 
of competition, varying wages (and consequently, values) serve 
to measure quantities of effort in different occupations. Value, 
then, is governed by cost, in the sense of labour or effort. 

2. Unfortunately, however, the premises of this theory are 
hardly to be found in this world. Competition in a modern society 
is not free and the above theory of value so far is not valid. 
Whether from natural causes or as the result of existing social 
conditions, the movement of labour from grade to grade is not 
free. For most men it is almost impossible to move from the 
group in which they find themselves into one more favoured. 
Amid the great variety of occupations and of wages, certain broad 
groups may be distinguished. Cairnes called these non-compet- 

A Seligman, Principles, p. 193. 
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ing groups; non-competing in the sense that those born or placed 
in a group usually remain there and do not compete with those in 
other groups. Taussig roughly enumerates five such groups: (1) day- 
labourers, (2) labourers whose tasks are comparatively simple 
and monotonous, but who yet must have some intelligence in 
watching and applying machinery, (3) skilled workmen, who con¬ 
stitute the aristocracy of the manual labouring .class, (4) the 
clerical lower middle class, and (5) well-to-do people, belonging 
to highly-paid professions. These groups, Taussig hastens to 
observe, “ are not distinguished by sharp demarcation, for they 
shade one into another by continuous gradations; but they are 
distinguished sufficiently to bring into relief some important 
questions as to the relations between social classes and the 
fundamental causes acting on distribution and on value. This 
distinction should be borne in mind, particularly for a later stage 
of our argument, when we shall discuss qualifications to the theory 
of non-competing groups. 

3. Now, when there are non-competing groups, competition 
is free within groups but not so as between them. If a certain 
commodity is the product of a non-competing group, then competi¬ 
tion of labour that goes in making this commodity is confined to 
members of this particular group, not to society as a whole. The 
cost of production of a commodity produced by a non-competing 
group, therefore, means the cost or sacrifice made by the members 
of a part, not the whole, of society. Now social marginal cost, 
as we have already seen, means cost or sacrifice which members 
of society as a whole are willing to make. In the absence of 
competition, this is obviously indeterminate. Under non¬ 
competing groups, therefore, value is determined by sooial 
marginal utility, not social marginal cost: by conditions of demand, 
not those of supply. 

This is the theory of value under non-compe ting groups; and 


2 Principles, Vol. n, p. 141. 
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the existence of these groups, as we know, is a formidable social 
fact in the modern world. The labour theory of value, true of a 
free society, does not apply to modem conditions: values are 
determined ultimately by utility or demand, not by cost. 

4. Taussig makes a novel attempt to escape this conclusion. 
4 ‘ It still remains true/’ he argues, “ that varying expenses of 
production are the causes of most changes in value . . . changes in 
demand cause labour to shift from one occupation to another within 
each grade, but rarely cause a noticeable change in the demand 
lor all the labourers in the grade. Hence variations in expenses 
of production and variations in cost of production ordinarily run 
together . . . changes in value are commonly due to changes in 
the quantities of the different kinds of labour called fur, that is, 
to changes in cost; though the general scale of values is llie result 
of demand and utility, not of labour applied.” 3 

5. Now this argument seeks to emphasise that only a change 
in the labour supply of a particular non-competing group, that 
is, a change in its relative position, determines a change in value. 
To this the immediate reply is that, social marginal cost is really 
indeterminate in the hands of the members of a particular group— 
it can be ascertained only in the hands of the members of all groups, 
freely competing* with one another. So long, therefore, as com¬ 
petition is not free and effective among all the groups, changes 
in the relative positions of these groups do not determine changes 
in value which are settled in such a case always by changes in 
the conditions of demand not of supply. Taussig’s argument thus 
cannot be accepted. Under non-competing groups, values, to 
repeat, are always determined by utility or demand, not by labour 
cost, in the sense of labour or effort. 

6. This conclusion, again, is sought to be qualified thus. 
Earnings may be so divergent as to cause passage from one group 
into another. This tendency is particularly strong in a progressive 
society where artificial barriers tend to be broken down. Strati- 

3 Principles, VoL II, pp. 159—61. 

F. U 
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fication, after all, is not rigid, and the barriers are not altogether 
impassable. To this the reply may be as follows. It must be 
recognised that we are here dealing with broad facts. The waters 
of humanity have not yet prevailed over the barriers. These 
barriers are still real enough to justify our conclusion. Generally 
speaking, the outstanding* social fact of our times is inequality 
and lack of economic freedom. Very few thinking persons will 
question this fact of inequality or doubt that artificial barriers 
only help to preserve it. The sceptically-minded may just ponder 
over the growing spirit of Socialism, to get their lingering doubts 
removed. 

7. We now proceed to review the theory of international 
values in the light of the present analysis. The accepted theory 
of international values is that they are determined, within the 
limits imposed by comparative (labour) costs, by the intensity 
of reciprocal demand. If there are two countries A and B, with 
two commodities wheat and cloth and if with the same quantity 
of labour A produces ten units of (doth and fifteen units of wheat 
and B ten units of cloth and twenty units of wheat; then A will 
exchange ten units of cloth for any number of units of wheat, 
lying between fifteen and twenty once trade between the two 
countries has begun. The limit 15—20 is imposed by comparative 
(labour) costs of production. The exact number of units of wheat 
to exchange for ten units of cloth will be determined within this 
limit by the intensity of reciprocal demand, in the two countries. 

8. There would be no objection to this theory in a world in 
which labour was mobile and competitive within countries hut 
as between them, was immobile and non-competitive. But, as 
we have already observed, even within countries the movement 
of labour from grade to grade is not free. If, therefore, there 
are non-competing groups of labour in countries trading with one 
another, international values are determined, following the theory 
of non-competing groups, by demand, and not by labour cost, in 
these countries. This makes a short work of the still persistent 
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belief that the theory of international trade rests mainly on a 
labour theory of value. Simultaneously, it knocks the bottom out 
of the theory of international values as accepted at present, 

9. This is challenged at once. It is contended that non- 
competing groups are of the same order in all countries, and there¬ 
fore, they are more important within their own borders than in 
the exchanges with one another. 4 The argument is that, had the 
social stratification been different in different countries, then only 
would international values be determined by comparative demand, 
and not by comparative labour cost. 

10. Now this contention is absolutely untenable. In the 
illustration adopted in section 7, we considered two commodities, 
wheat and cloth. Suppose these are produced bv non-competing 
groups of labour in either country. Then in the country A wheat 
exchanges for (doth at values which, as we have repeatedly observ¬ 
ed, have little to do with labour cost, but which are determined 
ultimately by utility or demand. So if the exchange rate be 
15 :10, it is ohnir that this rate has been brought about by the 
play of demand and not of cost, in terms of labour. We cannot 
hold that “ the same quantity of labour 99 produced the two 
commodities: in fact, they were produced by two distinct groups 
of labour which had no basis of comparison at all. 

The situation in B again, will, of course, be similar. Here, 
too, wheat exchange# for (doth at values which are determined 
by demand, and not by cost, in the sense of labour or effort. Hence, 
when cloth of A exchanges for wheat of B, it is clear that the 
international exchange rate is derived from a comparison of the 
two internal exchange rates which have been determined, not by 
labour cost, but by demand. Concretely expressed, if ten units of 
cloth exchange for seventeen units of wheat in either country as 
a result of international trade, it is to be recognised that the 
resultant ratio has been settled within the limit 15—20, which is 


4 Taussig, Principles^ VoJ. II, p. 161. 
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a limit imposed not by comparative costs, but by comparative 
demand, as analysed above. Now this is obviously true whether 
the social stratification of non-competing groups in A be the same 
as, or different from,, its counter-part in B. In any case, the 
commodities exchange internationally at values which are 
determined by comparative or reciprocal demand, and not by 
comparative costs, to any extent whatever. 

11. We thus reach the position that the theory of inter¬ 
national trade, resting on a labour theory of value, is incomplete. 
We establish pari passu that the accepted theory of international 
values also is fallacious. Once there are non-competing groups 
of labour, all values of their products, national and international, 
are determined by demand, and not bv supply. The criticism 
that this conclusion is invalidated, in so far as products of the 
same non-competing group in different countries enter into inter¬ 
national exchange, is itself invalid, because their values do not 
measure social marginal cost, but social marginal utility or 
demand. Value, to repeat, is a social conception. 

12. The proposition of this thesis, namely, that in view of 
the stable social stratification in modern world, exchange values 
are determined by conditions of demand, and not by conditions of 
supply, thus remains unaffected. Socially considered, the situa¬ 
tion is indeed pregnant with grave dangers, in the intensification 
of class prejudices and class struggles. To avert such dangers, 
and to introduce a better order in production as well as in distri¬ 
bution, this situation needs to be changed, and the sooner it is 
changed, the better for society as a whole. As Taussig observes, 
<{ The removal of all artificial barriers to the choice of occupation 
is the most important goal of society. Given this, the innate 
faculties of all will be brought to bear and all will bring to the 
social dividend whatever it is in them to contribute; while at the 
same time the most perfect freedom will be secured and thereby 
the most even distribution of happiness.”* 

$ Principles, Vol. II, p, 149, 



A NOTE ON THE BOARD OF ECONOMIC 
INQUIRY, PUNJAB 

BY 

J. W. Thomas, 

Principal, Hailey Coll eye of Cow merer, Lahore . 

At the present moment there seems to he considerable interest 
displayed in the question as to whether it is desirable* to set up in 
India, Economic Advisory Councils on lines Jmilar to those 
which have been established in other countries. The recent visit 
to India of Sir Arthur Salter, the Economic Adviser to the League 
of Nations, Geneva, has probably stimulated this interest and 
frequent requests are made for information as to the origin and 
constitution of the Board of Economic Inquiry, Punjab. Such 
seekers after light are usually referred to the article which Prof. 
Myles wrote for the Indian Journal of Economics in January 1925 
(Yol. V, Part d. pp. 24(i—49), but as some of the information 
contained in that article is now a little out-of-date it may not, 
perhaps, be inadvisable, to review the reasons for the establish¬ 
ment of the Board, the objects it has in view and the work which 
it has done in the last decade. It is possible that the original 
article may not he available to all readers of the present note and 
for that reason perhaps a certain amount of repetition ot the in¬ 
formation contained in Prof. Myles’ article may be forgiven. 

The Board eame into being at the instigation of the Govern¬ 
ment of the Province in the year 1919, when it was thought desir¬ 
able to inquire into the economic conditions of the agriculturists. 
It was felt that some permanent body should be set up to undertake 
economic research in the Punjab, and Government agreed to the 
recommendation of the Committee appointed to inquire into the 
matter, that u it was highly desirable to establish ai Standing Board 
of Rural Economic Inquiry' for the Punjab . . . this Standing 
Board to have at its disposal, an annual allotment of funds' for 
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expenditure on the payment of investigators, the encouragement 
of investigations and the publication of results/’ 

The constitution of the Board was formed so as to secure the 
co-operation of officials and non-officials and was thoroughly repre¬ 
sentative of the people who were likely to be interested in the 
economic development of the Province. The original constitution 
is still in force, though some modifications appear to be necessary 
in view of the experience gained. 

Although it was originally intended that the Board should 
deal with rural affairs only, an urban section was added and the 
two Financial Commissioners of the Province were appointed ex- 
officio Chairmen of the two sections. There are 23 other members, 
viz., the Directors of Agriculture, Industries and Public 1 Health, 
the Registrar of Co-operative Societies, the Inspector of Factories, 
the Professor of Agriculture in the Agricultural College at Lyallpur, 
and the Professor of Economics in the Punjab University : all the 
above are ex-officio; the remaining 16 members are nominated as 
follows:—two officials who are interested in Economics and 
Statistics, by (he Chairmen, one official from his department by 
the Registrar of Co-operative Societies, four by the Syndicate of 
the Punjab University, two by the Director of Public Instruction, 
and seven by Government, of whom one has to be a Journalist. 
The term of the nominated members is three years, and the Board 
has power to co-opt not more than four additional members to 
serve for a period of not more than three years. 

The functions of the Board aie as follows:— 

1. to lay down lines of economic investigation; 

2. to co-ordinate the results of economic inquiries; 

3. to encourage and direel economic study and research; and 

4. to publish economic material. 

All the expenses of the Board have so far been met by annual 
grants from the Provincial Government and it is generally agreed 
that considering the large amount of work undertaken by the 
Board in the last ten years the amount of money spent has beexi 
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remarkably low. This, however, has been possible, only because 
of the very large amount of voluntary work done by various 
members of the Board, keen economists and other public-spirited 
men of the Province, and people who were sufficiently interested 
in the economic development of the Punjab to give of their leisure 
time in the supervision of the inquiries conducted by the Board. 

In the earlier years there were all the difficulties of pioneer 
work owing to the fact that nothing of a similar character had 
been done in India; there was practically no previous experience 
on which to improve and for a few years the efforts of the Board 
were mainly directed to the necessary preparatory work prior 
to undertaking serious scientific investigation. 

In 11/22 Prot. Myles undertook the secretarial duties of the 
Rural Section. Under his guidance much material was collected 
and published, and till he was compelled by illness to leave 
India in 192S, a regulai series of reports on various matters of 
economic interest to the Province were issued. Bis devotion to the 
work was remarkable and few bodies have been served so well as 
was the Board by him during these six years. He displayed an 
unusual thoroughness and grasp, and all his work was characteris¬ 
ed by an enthusiasm which never Hugged. 

In this connection reference should he made to the part played 
by the present Chairman, Mr. H. Calvert, C.I.K, I.C.S., who, as 
every student of Economics in the Province knows, displays very 
keen interest in all efforts of this character and whose enthusiasm 
for research into rural economic problems is w r ell-known over a 
much larger field than the Punjab. His assistance and guidance 
have been invaluable and fortunately he is still available for the 
direction of the woi*k of the Board. 

A full list of the publications of the Board will be found in 
the advertisement pages of this Journal and from this list it w r ill 
be seen that the investigations have been of a somewhat varied 
character. A questionnaire for economic surveys of villages in 
different parts of the Province has been extremely useful, not 
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merely in the inquiries conducted by the Board but in similar 
surveys attempted by Punjab students and by investigators in 
other Provinces. It is proposed to conduct a survey in soma 
typical village in each of Ihe 29 districts into which the Punjab 
is divided and so far 18 surveys have either been completed or are 
in various stages of progress. In addition to the full surveys of 
particular villages inquiries have also been conducted into— 

1. The milk supplies of Lahore and Lyallpur; the former 

having* been revised during the last year. 

2. The size and distribution of holdings of cultivators in 

two districts. 

3. Mortgages of agricultural land. 

4. Hates of food consumption of zemindars in two districts. 

The Board has also published two studies on Punjab food 
prices, as well as a series of yearly accounts of farms cultivated 
under different conditions in various parts of the province. These 
annual accounts of cultivators under different tenures and methods 
of cultivation ( bamnt , well-and canal-irrigation) running over a 
period of years, are likely to prove a veritable mine of information 
for students of economic conditions of the Punjab, if, as it is 
hoped, they can be continued over a long period. 

Another series of reports has been published containing the 
results of inquiries into various aspects of marketing problems. 
The first one was in collaboration with the Indian Central Cotton 
Committee and published by the Committee in 1929 as a general 
report of investigations into the finance and marketing of culti¬ 
vators’ cotton. At the present moment similar inquiries into the 
finance and marketing of wheat in the Punjab are in progress 
and the results of inquiries into Ihe weights and measures 
used, and the general marketing practices in the mandis of the 
Province, should be published shortly. 

The method of conducting inquiries is as follows. A sugges¬ 
tion may be made by a Member, or from outside, or it may be a 
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reference from Government, and the question is discussed by the 
Board, If necessary a subcommittee is appointed to report on the 
proposal and if this is favourable to an inquiry an investigator is 
selected who has special facilities or qualifications for an investiga¬ 
tion into that particular problem or district. Advertisements used 
to be inserted in newspapers for investigators but the applications 
were mostly from people who were far below the required standard. 
Now an effort is made to find a man by private inquiries; usually 
however, the greater difficulty is to find a man to supervise, rather 
than one to conduct the inquiry. The supervisor may, or may noi 
be, a member of the Board, but is someone who has experience of 
the subject of the inquiry. 

The minimum qualification lor an investigator is an Arts 
degree, with Economics as one of the subjects or a B.Sc. in Agri¬ 
culture, but preference is given to an M.A. in Economics. Investi¬ 
gators are paid from Its. 150 to Its. 235 a month, but it has been 
the practice of the Board to give a proportion of this amount only 
on the completion of a satisfactory report. 

It is rather difficult to get investigators of the right type. 
In India at present the lure of Government service seems to be 
almost irresistible and the Board has been unable to offer any 
assurance of permanency. The better type of students do not 
consider service under the Board at all tempting unless it be as a 
stop-gap until something more attractive is found. The experiment 
of getting men on deputation from Government Departments has 
not been too successful. 

In the earlier years the practice was to appoint a new man for 
every inquiry but in recent years an attempt has been made to 
build up a small cadre of investigators who might be employed 
continuously by the Board on different investigations. It is felt 
that while there are disadvantages arising out of this practice, 
there are on the other hand, very solid advantages since the 
investigators are able to profit from their previous experience and 
little time is lost by them in undertaking a new investigation, 

F. 12 
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whereas under the old system it was found that the first two o* 
three months usually produced very little work of any value, as 
the investigator was frequently entirely inexperienced in this 
class of work. 

It will be seen that most of the publications have dealt with 
rural matters but urban affairs have not been entirely neglected. 
Urban inquiries have been conducted at different times into the 
factory conditions in the Punjab, as well as in one or two other 
subjects, but for various reasons these have not been published. 
The milk inquiries mentioned above have dealt with conditions in 
two towns and one of the earliest publications of the Board, now 
unfortunately out of print, was the result of inquiries into the 
family budgets of low-paid clerks in Lahore. 

The Board is frequently consulted by governing bodies on 
particular matters of economic interest, and investigations have 
been conducted in order to answer particular points and references 
for the provincial government, e.g., sales of land between agri¬ 
cultural tribes, use of faulty weights and measures, rural indebted¬ 
ness, etc. Memoranda have been supplied to various commissions 

m 

appointed by Government such as the Royal Commission on 
Agriculture (ride Yol. YTI1, pp. (593—707), the Punjab Bank¬ 
ing Inquiry Committee (Yol. 1, pp. 217—234) and at the request 
of the Royal Commission on Labour in India an inquiry was 
conducted into the standard of living of workers in the Punjab and 
this will be published shortly. 

As has been mentioned earlier there has been a considerable 
amount of voluntary work of a solid character done by various 
members of the .Board, and the writer of this note would again 
stress the personal factor, as any success which the Board has 
achieved is, in his opinion, almost all if not entirely, due to the 
very keen interest of a comparatively few men in this kind of 
work. The Board stands as a good example of what can be done 
by serious and enthusiastic workers in a voluntary, co-operative 
effort on economic research. 



NOTES 


THE CENTRAL BUDGET 

Partly owing to world causes of trade depression and falling 
prices, and partly owing io internal disturbances, the Government 
of India have found themselves in an unenviable position with 
huge deficits both for the year that is about to come to an end and 
for the coming year. Without going* into details, the magnitude 
of the problem will be realised if we point out the estimated deficit 
for 1980-31 is 13*56 crores, and that on the existing basis of taxa¬ 
tion, the deficit for the year 1931-32 is expected to be 17*24 crores 
of rupees. The country is on the eve of great constitutional 
changes, which will involve a thorough overhauling of the finan¬ 
cial arrangements of both the Central and Provincial Governments. 
At such a juncture, the need for meeting such unusual gups is in¬ 
deed unfortunate; on the one hand, it reflects adversely on the exist¬ 
ing* Government; on the other, it makes it impossible to devise 
permanent schemes of balancing the budget as both the economic 
and political atmosphere are full of uncertainty. Lu view of this the 
budget of Sir George Schuster suffers from all the handicaps of a 
transition period, and may therefore be said to contain many tem¬ 
porary makeshifts which will inevitably require a thorough revi¬ 
sion in the near future. 

Deficit end Debt. 

The deficit of the year 1930-31 will involve a corresponding 
addition to the unproductive debt of the country. There will be 
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some additional revenue before the year expires on account of cer¬ 
tain additional customs duties which will come into operation from 
1st March, 1931. This is expected to reduce the deficit from 
13-56 crores to 12*68 crores, which will be the figure to be added 
to the permanent unproductive debt. 

Retrenchment and Taxation. 

So far as the deficit for the next year is concerned, it is ob¬ 
viously necessary to remove the possibility of having to live on 
borrowed money once again. The alternatives are reduction of 
expenditure and addition to taxation. Compared with the magni¬ 
tude of the problem, the condition of the people and the strength 
of opinion regarding the high level of expenditure in certain 
Government departments, tbe proposed retrenchment is very 
meagre. Very few will join in the praise of the Military offered by 
the Finance Member on account of a retrenchment of Rs. 175 
lakhs made by them; at the same time one is not convinced that 
all possible economies in civil expenditure have been effected when 
we are presented with a retrenchment of Rs. 98 lakhs only in this 
branch, in spite of the fact that promises for fxxrther exploration 
for reduction in this connection have been made. The total reduc¬ 
tion amounts to Rs. 273 lakhs which reduces the deficit to 14*51 
crores of rupees. The Finance Member has suggested additions to 
taxation estimated to cover this deficit. .The additional taxation 
is under two heads, Customs and Taxes on Income; the former 
is expected to yield 9*82 crores and the latter 5 crores, thus giv¬ 
ing a total of 14*82 crores, which will leave a small surplus of. 31 
lakhs at the end of the year. We shall now review the proposals 
for fresh taxation in detail. 

Customs Duties. 

Additional duties under customs are of two kinds: (1) sub¬ 
stantive increases, and (2) surcharges; this means that in the opi¬ 
nion of the Finance Member, the latter may be temporary anc| 
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subject to early revision, 
following may be noted: 
Beer 

Wines and spirits 
Silver 
Beetle nuts 
Spices 

Exposed cinema films 
Sugar 


Among the substantive increases, the 

increase of 66 per cent 

,, 30 to 40 per cent 

.. increase from 4 as. to 6 as. per ounce 
.. /increase from 15 per cent ad 
. valorem to 30 per cent ad 
valorem 

.. increase from Bs. 5 per cwt. to 


Bs. 6-4 per cwt. 

The increased duty on sugar is in a line with the proposals of 
the Tariff Board for protection of sugar; this duty will therefore 
be taken to the protective category as soon as the Tariff Board 
Beport is considered by the Legislature and the necessary 'legis¬ 
lation passed. The increase in the duty on silver will raise con¬ 
troversy. The great fall in the price of silver has raised inter¬ 
national problems in the solution of which India will have to play 
an important part. At such a time any restriction on the Indian 
demand may depress the price further and may make the solution 
of the silver problem more difficult. 

The surcharges on certain items in the customs tariffs may be 
briefly summarised as under : — 

(1) A surcharge of 21 per cent is levied on articles now pay¬ 

ing 10 per cent. 

(2) A surcharge of 5 per ccnl is levied on the general duty 

of 15 per cent. 

(3) A surcharge of 10 per cent, is levied on 'luxury articles 

which now pay 30 per cent. 

(4) A surcharge of 9 pies per gallon is to be levied both on 

the customs and the excise duty on kerosene; the 

existing customs duty on kerosene is 2as. 3p. and 

excise duty la. 6p. 

(5) A surcharge of 2as. per gallon is to be levied on motor 

spirit which pays 6as. at present. 
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The Finance Member took care to point out that the surcharge 
on the general duty of 15 per cent will apply to cotton pieeegoods, 
from which particular item alone an additional revenue of 90 lakhs 
will he realised. Tn view of the differential treatment given to 
cotton piecegoods in the last year’s budget this is indeed a wel¬ 
come change. The duty on kerosene will fall on the poorer class 
of people. In view of the fact that the existing duties on kero¬ 
sene were increased only last year and are on a fairly high level, 
it is difficult to justify the proposed surcharge on kerosene. 


Taxes on Inoome. 

Substantial increases have been proposed in the rates of income- 
tax on all classes of people including those coming in the lowest 
grade. The percentage increase on the lower grades is higher 
than on the upper grades of income. For example, tie lowest 
grade of Rs. 2,000 to Rs. 4,999 will now he required to pay 9 pies 
in the rupee in place of 5 pies, an increase of 80 per cent in the 
rate. Additions in the rate on the other grades of income will be 

seen from the table below which also indicates the percentage in- 

* 

crease in each grade. 

Pies in the rupee Percentage 


Income IIs. 

1930-31 

1931-32 

increase 

2,000— 4,999 

5 

9* 

80 

5,000— 9,999 

6 

11 

83 

10,000—14,999 

!) 

14 

55-5 

15,000-19,999 

10 

15 

50 

20,000—24,999 

13 

19 

46 

25,000—29,999 

16 

22 

37-5 

30,000—39,999 

19 

24 

26 

40,000—99,999 

19 

25 

31-6 

1,00,000 and above 

19 

26 

37 
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The changes in the supertax are as under: — 

Hitherto the first Bs. 50,000 of the income were exempted 
from the supertax; this figure is now reduced to Bs. 30,000 and 
the income between 30,000 and 50,000 will l>e required to pay a 
supertax of 9 pies in the rupee. This does not apply to Hindu 
undivided families and companies which will be allowed Ihe de¬ 
duction of Bs. 75,000 and Bs. 50,000 respectively as at present. 
The flat rate for companies will also lie one anna as at present. 
The supertax rate above Bs. 50,000 will be increased by 2 pies 
throughout; the yield from the increased rates in income-tax is 
expected to be 454 lakhs, and that from supertax 4G lakhs, giving 
a total of five crores. 

The incidence of faxes on income on the different classes of 
people does not conform to the principle of ability, and a careful 
enquiry is already overdue to adjust the burden of the tax properly. 
As shown in the table above, the percentage increase in the rates 
of tax on the lower grades of income is much greater than those 
on the higher. In view of substantia] increases both in the custom 
duties and the income-tax, the combined incidence on the middle 
classes is likely to be more severe than now. The rates on them 
should be lower, and exemptions and deductions allowed in other 
income-tax systems must be studied in their application to Indian 
conditions and suitable adjustments made at an early date. Be¬ 
sides, it is high time that higher agricultural incomes be brought 
under the Income-tax. 

It may he noted in this connection that the existing income- 
tax is not levied on income from foreign investments. So long as 
foreign investments held by Indians were insignificant, this did 
not matter. In recent years, however, there is a tendency for 
people to invest abroad, and the problem of export of capital from 
India is assuming importance. In the conditions in which we 
are in this country, this is indeed an evil and must be stopped. 
The Finance Member has proposed legislation for the taxation of 
income from foreign investments on lines similar to those prevail- 
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ing in the United Kingdom. The picture would have been com¬ 
plete if the corresponding proposal to tax the income of foreign 
investors in India had also been made. 

Other New Sources of Revenue. 

In any future readjustments of the system of taxation certain 
new sources of revenue may have to be considered; in this connec¬ 
tion the suggestions of the Finance Member deserve notice. The 
problem of having a tobacco monopoly in order to raise taxation 
on the consumption of tobacco is being seriously considered by the 
Government of India in consultation with the Provincial Govern¬ 
ments. The excise duty on matches is also likely to yield good 
revenue; but, for its success it will require some understanding 
between British India and the Indian Stales. This will be pos¬ 
sible in the proposed Federal constitution. Death duties have also 
been mentioned. It may be of interest to point out here that the 
Government of Bombay have proposed the imposition of Succes¬ 
sion duties in their budget proposals this year. 

* 

Currency Policy. 

The Finance Member has given a brief review of the currency 
policy of the Government of India, in which he attempts to justify 
the large contraction of currency that fias taken place in* recent 
times, and has assumed that the question of the rupee ratio is 
sealed for ever. In order to prove the thesis that the contraction 
of currency made necessary by the falling world prices has not 
been excessive, the Finance Member refers to certain estimates of 
the volume of circulation and index numbers of wholesale prices 
in April 1926, and compares the same with corresponding figures 
for December 1930. More than anyone else, the Finance Member 
himself is aware of the fact that the statistical machinery in this 
country is highly imperfect, that the estimates of currency circu¬ 
lation are based on guess work, particularly so far as the coined 
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rupee circulation is concerned, tliat the compilation of prices is 
crude, and that the Calcutta index number of wholesale prices is 
not representative of conditions throughout the country. So far 
as the effect of contraction on the economic life of the country is 
concerned, it must be pointed out that each successive instalment 
of contraction falls with greater severity than the preceding; be¬ 
sides, the manner in which contraction is carried out and the cir¬ 
cumstances at the time have also to be considered. .For example, 
during the ten months from 1st April, 1930, to 7th February, 
1931, a contraction of 36i crores was effected. In paragraph 113 
of his speech the Finance Member points out that the steps taken 
by way of contraction of currency to meet the falling world prices 
would have been equally necessary in order to maintain the rupee 
at Is. 4d. if that had been established in 1920. it must be point¬ 
ed out, however, that though the process would have been similar, 
the contraction required would have been less in volume and in¬ 
tensity; in other words, the Is. Id, ratio would have provided an 
effective mitigating factor against the adverse effects of falling 
world prices. Regarding the ratio question, the remarks of the 
Finance Member are not likely to carry conviction. He says, for 
example, that “ if once the country, having adopted stability and 
accepted a statutory obligation, repudiates that obligation in order 
to meet the difficulties of the moment, what confidence would any¬ 
one have in the future that such a step will not be taken again? 99 
In the first place, it is common knowledge that the people of the 
country have not willingly accepted the new ratio, and that it 
was put on the statute book by a narrow majority in the Assembly, 
against the wishes and protests of those Indians who were best 
qualified to understand the problem from the Indian point of view. 
Besides, a similar question can be asked, namely, that if you once 
raise the value of your currency unit, what guarantee is there that 
it will not be raised again ? The desire to restore the rupee at its 
pre-war level is not so much to meet the difficulties of the moment, 
as to restore the very confidence in the stability of currency 
13 
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arrangements that has been rudely shaken by the forced legisla¬ 
tion of 1926. 

, C. N. Vakil. 


GOLD DISTRIBUTION AND PRICES 

In commenting, in our October number, last year, on the thesis 
propounded by Sir Henry Strakoseh that the gold-grabbing policy 
of France and the United States of America was mainly responsible 
for the abnormal fall in prices throughout the world, we suggest¬ 
ed that it was a sweeping generalization which needed better proof 
and more evidence to commend itself to an exacting student of the 
problem. Sir Henry's challenge has been taken up by the 
nations concerned, and though the statistics compiled under the 
auspices of the League of Nations and the conclusions drawn there¬ 
from appear to lend colour to the alarmist views regarding the 
future of gold, business and scientific men are agreed in think¬ 
ing that the influence of gold accumulation by France and the 
United States of America has been exaggerated a good deal. The 
question at issue is as to the weight to be attached to the effect 
which the monetary supply of gold and credit facilities made 
available to trade and industry by banks, have had upon the low 
level of prices which have prevailed in the world during the past 
year. Leading bankers have dearly stated that it is not due to lack 
of credit and money that prices have declined and that the source 
of the trouble must be sought elsewhere. In fact, in the case of 
several banks there has been less demand for accommodation and 
their business has consequently been dull, and profits have been 
moderate. Mr. Goodenough of Barclay’s Bank, for instance, has 
emphatically stated that “ monetary influences have played a 
much smaller part in bringing about the trade depression than is 
sometimes thought.” Mr. »T. Beaumont Pease, Chairman of LloydV 
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Bank delivered himself on this question at the last annual meet¬ 
ing of the Bank, as fallows: “ The constant reiteration of the 
cry ‘ More gold, more gold * effects no faith cure in my unbeliev¬ 
ing mind. Without belittling the genera) truth of the quantitative 
theory of money, I see very little reason for supposing 
that the present depressed state of trade is due to the 
operation of this principle. Even though gold may not be 
increasing in the same ratio as the increase of production, 
nevertheless the ordinary purchasing medium as expressed in the 
amount of bank deposits has increased in a far greater proportion.” 

It is obvious that it is not the quantities of gold that banks 
may have in their vaults, but it is the credit which they are able 
and willing to create for their customers that is of importance in 
influencing the level of prices. The implication of the main argu¬ 
ment of Sir Henry Strakosch was that the sterilization of gold by 
the United States of America and France in large quantities and 
their dog-in-the-manger policy of not allowing the accumulated 
gold to perform its monetary function for the benefit of the trade 
and industries of the world, had brought about an abnormal fall 
in the price level and that this depression was avoidable. Mr. Pease 
has a categorical answer to this kind of reasoning. He says: 
“ U is not because of any shortage of gold that America and 
France think themselves unjustified in lending to those countries 
who would like to borrow. Tf America and France are disinclined, 
with their present stock of gold, to lend to would-be borrowers, 
does any one suppose that they would be more disposed to do so 
if an addition of 100 millions of gold were suddenly made to their 
existing large stocks? ” Then he goes on to ask a pertinent ques¬ 
tion: “ Is any trader in this country unable to obtain credit if 
he is a reliable man and is ready to place an order? You have 
seen from our figures that our advances have greatly decreased, 
and the reduction in our profits is largely due to the fact that 
our proportion of advances has fallen to 486 per cent, Obviotiely 
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that was not according to oitr wishes, or due to the fact that we 
could not or would not lend but because there was no demand.’' 
Similar views have been expressed by American bankers also, 
Mr. Warburg, Chairman of the Manhattan Company, thus avows 
his “ entire disbelief in the thesis that a shortage of gold should be 
considered as the sole or principal disturber of general price stabi¬ 
lity.” The London Economist (February 14, 1931) cannot range it¬ 
self on the side of “ those who think that monetary policy alone is 
responsible for the present situation,” but considers the sugges¬ 
tion in certain quarters that the gold problem and monetary policy 
have nothing to do with the matter, as n “ very inadequate and 
short-sighted view.” This is decidedly a sober and a reasonable 
attitude on the question. 


That a more satisfactory distribution of the world's supply of 
gold may be achieved by the cooperation of the great National 
Reserve Banks, will be universally admitted, and that the practical 
importance of such cooperation has been appreciated by these 
institutions is shown by the fruitful discussions which have recent¬ 
ly taken place between the representatives of the Bank of England 
and the Bank of France. As to the alleged gold-grabbing by France 
and America, certain difficulties which come in the way of the 
outflow of gold from these countries to those nations like Germany 
which are hungering for the yellow metal, have got to be taken 
into account. The people of France, which has drawn large quan¬ 
tities of gold from London, have not been able, as was their wont, 
to invest their savings abroad for lack of suitable outlets and re¬ 
liable customers. The frozen reserves of that country are, there¬ 
fore, the result of this lack of confidence in the borrowers on the 
part of creditors and the want of suitable objects on which money 
could be laid out. By lowering its rate of discount, the Bank of 
France has recently decided to discourage the inflow of gold end 
to encourage the investment of French capital abroad. This policy ■ 
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is calculated to bring considerable relief to the London money 
market and to the Bank of England which have regarded the ex¬ 
ports of gold from Britain with much anxiety. The latest annual 
report on the working of the Bank of France maintains that the 
economic world crisis is the cause and not the effect of the inflow 
of gold into France on a large scale. Tn the Revue d*Economic 
Politique (Nov.-Dec., 1930) Prof. Charles Qide has attempted a 
theoretical justification of the position of the Bank of France in 
respect of the gold nil nation. As reported bv the Frankfurter 
Zeitxmg (February 7th, 1931), he argues that “when there is a 
considerable decline of prices as has recently happened, there is 
an international liquidation of debts, and credits are only partially 
renewed, and in the case of creditor nations, this results in a large 
inflow of gold. That was the position in the United States of 
America in 1920 and the same thing is being witnessed in France 
at present.” The war having destroyed the equilibrium of inter¬ 
national movements of capital, France has not yet been able to 
find suitable opportunities for the investment of its national capital 
While conceding that there is some truth in this contention, Ger¬ 
man critics are not prepared to endorse it as a statement of the 
whole truth. A writer in the Frankfurter Zeilu.nr/ points out that 
whereas in the previous year, the report of the Bank of France 
breathed the ambition of France to make Paris an international 
money market, obviously in competition with London, through 
short-term lendings, the report for the past year is found to sing 
in a different tune, and for the first time the Bank lays special 
stress on the necessity to stimulate long-term lending abroad. 
Critics are not inclined to attach much weight to the difficulties 
pleaded in France as obstructing the outflow of gold from that 
country. Tf an understanding can be reached between England and 
France on the question of the mutual control of the distribution 
of gold, it is argued, political unrest and suspicions ought not to be 
allowed to stand in the way of the export of French capital abroad. 
France does not like Germany to raise the question of the repara* 
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fcioas payments and at ike same time expects ker creditors to eon- 
sent to lend capital to that country. 

How the .European atmosphere is surcharged with suspicion 
even with regard to this business problem, which has a vital bear¬ 
ing on the economic revival of the world, is illustrated by the 
observations of a German paper published in America, viz., St • 
Joseph's Blatt on the question under discussion. That paper looks 
on the understanding reached between the central banks of the 
United States, England, and France as a deliberate attempt to 
isolate Germany. The negotiations are interpreted as a sort of a 
conspiracy in which Fiance will assist England with its loans of 
gold and the latter country will give France a free hand in its 
Continental politics. It is being declared in France that that 
nation is ready to help Germany with capital but the latter must 
not talk of the revision of the reparations payments. What in¬ 
fluence politics has on the solution of economic difficulties cannot 
be better illustrated than by the present international situation on 
the European continent. Germany [deads that world’s economic 
equilibrium cannot be re-established until the Young Plan is 
satisfactorily revised. France will not listen to any proposals of 
that nature and is not prepared to lend her capital abroad until the 
talk about revision ceases. If there is no outflow" of French capital, 
there is maldistribution of gold in the world and consequently the 
possibility of the continuance of the present depression. A vicious 
circle, indeed! 

V. G. K. 


CASTE AND ECONOMIC STATUS 

Caste represents the chief standard or scale according to which 
we may measure the trends and ramifications in the social economy 
of the country. Caste is hardly the static thing as is the common 
potion. In |act, any striking change in economic status is always 



CASTE AND ECONOMIC STATUS 


707 


accompanied by an economic differentiation and the rise of new 
castes and sub-castes. 

A definite relation exists between a caste and its labour value 
and financial status. India’s ancient social gradation has been 
governed by the supremacy of the Brahmin or Thakur. Although 
these high castes own good landed property and house property 
they disdain in large parts of the United Provinces to drive the 
plough or adopt other occupations subsidiary to agriculture like 
the Eurmis, Muraos, Jcdahas, and Eoris. Thus it is these latter 
castes which obtain credit more easily and throughout the province, 
the gentlemen castes are going down and property is passing from 
their hands into those of the moneylenders and the lower castes. 
As economic forces are bound to have ultimate sway, the social 
stratification will gradually but inevitably change. The low-born 
castes which are more industrious, which freely adopt various 
remunerative occupations apart from agriculture and which besides 
arc more prolific, being thoroughbreds of the soil, will obtain a 
stronger footing in the country. 

This tendency is already visible in this province though it 
is far more marked in Bengal and Southern India. The autoch¬ 
thonous peoples of India, who have grown up in the .sunbaked 
field and the flaming forge, now form three-tenths of the popula¬ 
tion of India but a century hence they will form nine-tenths of 
its population. It is a problem of tremendous significance for the 
civilization of India whose bare outline we see emerging in this 
province in the preference of the man of the high caste for starva¬ 
tion in idleness to work in affluence, in his gradual displacement 
from the soil, iu the keen desire to lease holdings 1o tenants who 
are Kamin and in an equally pronounced aversion from tenants who 
are Sharif. It is true that the rent paid by the Brahmin is now 
often below the market or competition level. But as social and 
religious considerations will have decreasing influence with the 
shrewder class of 'landlords, the Brahmins and the Thakurs will 
have to face the fr4e competition with the low castes, whicli are 
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now rackrented and will inevitably go to the wall unless , they 
change their habits, conventions and temperament. 

Similarly, so far as agricultural indebtedness is concerned the 
castes are more leniently treated by the Mahajan than the lower 
ones. But social custom is responsible for a far greater propor¬ 
tion of debt on unproductive expenditure amongst the former and 
their cumulative burden of inherited debts smothers both thrift 
and initiative. On the other hand, as money is dear in the rural 
economy those who require credit most and utilize it best get it 
least. Such a paradox cannot persist for long. The present social 
situation in the village exhibits clearly the distinctive features of 
a transition. The future will undoubtedly see a gradual adjust¬ 
ment of land distribution ami social gradation to the new economic 
forces which have now brought even the tiny conservative Indian 
hamlet into the maelstrom of world agriculture and commerce. 

Each person, caste or profession, is now being borne along 
like wisps of straw by the current of economic trends. The outcome 
is grave economic and social unsettlement with its associated family 
breakdowns, caste disruptions, rural desertion and the reduction 
of peasant proprietors and tenants into a floating proletariat popu¬ 
lation. 

Both State aid in the form of protective land legislation and 
provision of cheap and easy credit as also educational propa¬ 
ganda are indispensable for smoothing** the present transition. 
Various bodies and agencies, official and un-official, must address 
themselves to the work of rural betterment. The time-honoured 
and ubiquitous institution of India where the voice of the people 
has expressed itself through and down the ages, namely, the Pan- 
ehayat, must now be revived not as a wooden government agency 
but as a vigorously active organ of rural public opinion. 

Apart from such important charges of the Panchayat such as 
sanitation) village public works, education and arbitration, there 
is no matter which is of greater concern for the welfare Of the 
peasantry than the inculcation of a sound caste opinion relating 
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to the use and abuse of credit. The hereditary cultivating: higher 
castes are losing ground in the province, while the Kurmis, the 
Chamars, the Ahirs and the Jats among others have made consider¬ 
able acquisitions of property and wealth. But the 'largest gainers 
are the non-agricultural classes. If the industrious and prosperous 
lower castes imitate those above them in the caste hierarchy not 
merely in the acceptance of Brahminical rites and customs, but 
also in the matter of social expenditure, mostly unproductive, the 
benefits of economic uplift will be dissipated in the desire for im¬ 
provement of caste status. We here come across another paradox 
in the present social situation. Castes which rise higher in the 
economic scale appear to be sacrificing better living and comfort 
to social position and status. Indeed, if this tendency continues, 
the Indian village will find itself groping in a vicious circle of 
wealth, social prestige and extravagance which will dissipate the 
hard-won acquisitions of decades. Only a sound practical wisdom 
of the sons of the soil can avert such a situation. 

B. K. M. 
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Present-day Banking in India, by B. Kamoiiaudra Ban, M.A. Published by 

Calcutta University. 

Mr. Bau is reputed to be a keen student of Banking. A glance at the book 
and its size proves that by his untiring pains and patient perseverance he has fully 
earned this title. The volume covers m all about 700 pages, of which 660 pages 
are devoted to the text matter and the rest are occupied by appendices, index, etc. 
The components of the Indian Banking system and problems relating thereto 
are described and discussed. 

There are twenty-one chapters. On account ol their importance and special 
nature of their operations, The Imperial Bank of India, Exchange Banks, Joint 
Btock Banks, Co-operative Banks, Post Office Savings Banks and Indigenous 
Bankers are each given a separate chapter. The question of Bank of Issue, com¬ 
monly known as “ Beserve Bank ” is minutely dealt with. The problem of Bank¬ 
ing Beform has been discussed at great length. On account of its vastness and 
complicated character, it has been subdivided mto a number of chapters. Those 
headed, The Need of Banking Kefoim, Banking Management, Bank Organization 
and Banking Legislation, Land Mortgage and Industrial Banks, which play such 
an important part in other countries and whose non-existence here is retarding 
our economic growth, arc treated at length. In order to give an aspect of com¬ 
pleteness to his subject the author has included in his book such special subjects 
as the Indian Money Market, Becent Monetary Beform and Organization of 
Capital and Investment. The chapter on Organized Banking in the days of John 
Company is an interesting study. Its preparation must have, no doubt, cost the 
author a good deal m time and mental energy, as those who have experience of 
wading through old misty records, can easily testify. But the collection of this 
material is valuablo as representing results of early experimentations in modern 
banking in India, proper understanding of which is necessary both for adequate 
comprehension of the present organization and the future reformation of Indian 
Banking. Stripped of its refineries and outer garb of variegated colours, banking 
in its essential form implies borrowing and lending : and upon the happy adjust¬ 
ment of borrowings and lendings, not only as regards quantity but also upon 
quality, depends its well-being. Necessity lor safe and liquid investments and 
clear perspective is as great now as in the past—a good deal more now, because 
of the great dependence of present economic activities upon credit. Lessons from 
past history in regard to banking failures bring out in relief the supreme need of 
their avoidance. In view of the size and operations of present-day banks collapse 
of credit nowadays involves much greater ruination than it ever did in the past, 
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The descriptive part of the book seems to be fairly accurate. The author has 
supported his statements by references. But not being engaged in the actual bank* 
ing business, he has failed to take note of some of the important points either 
because be does not know of them or does not appreciate their importance. This 
same fact perhaps also accounts for occasional want of clear exposition and lack 
of knowledge when discussing technical matters. There is too ranch insistence on 
the obvious digressions and repetitions occur frequently. The subject-matter can 
be rearranged and better co-ordinated with advantage. The opening chapter deals 
with Money Market. Banking is a component of the Money Market and in the 
fitness of things this should come after banking chapters. The style at times is 
heavy. On account of the above defects the reading becomes somewhat tiresome. 
Tn our opinion the author could easily reduce the size of his book by about 
one-third, if not bv one-half, which would improve its value. 

Nowhere do we find any mention of the systematic sale of hundies in the 
market by shroffs with the object of increasing their working capital. Such hundies 
are held by the public as “ Time Deposit ” Receipts. A holder of such a hundi 
looks both to the original drawer and the endorsing shroff for repayment. On 

maturity or a little before it, he tenders the hundi and gets back his money; or, 
if he so chooses, a new hundi in exchange. This system has to some extent 
worked as substitute for deposit receipts. Tn hundi, the holder has a tangible proof 
of the shroff’s investment and can form some judgment as to its quality which 
is not visible on the surface of Bank Deposit Receipts. It was perhaps better 
that such a practice grew up first so as to pavo the wav for the growth of the deposit 
system. Chettvars are a very important banking eommnnity. The extent of their 
operations and the manner in which thev take loans from banks arc subjects of 
no mean importance and should find adequate treatment in a treatise dealing with 
Indian banking. Tt would add to the value of chapter on Indigenous Bankers if 
deficiency in this respect is supplied. Definition of B.fl. rate on page 145, 
as “ the rate for retiring bills, i.e.. paying them before maturity ” is incorrect. 
Exchange Banks fix daily a rate at which hills for which no exchange contracts 
are previously entered into are to he paid and this is called B.fl. rate for the 
dav. Bills falling due on a parti ml ar day are paid at the rate fixed for that day, 
so that it does not relate to bills retired before maturity, as the author’s defi¬ 
nition would imply. It is not clear what, the author means by such expressions 
as “ reserve deposits,” page 55 . 44 The fact that other Joint-Stock Banks can 
pay even the Current Accounts ...” page 54, 44 The unlawful Loans on Real 
Estates ...” page 627, which when even related to the context appear to be 
vague and meaningless, The author’s suggestion on page 419 that 44 a change in 
the Transfer of Properties Act will enable the banks to lend more on goods stored 
in recognised warehouses or the borrower’s godowns ” betrays lack of legal know¬ 
ledge, inasmuch as the security to which he refers is of the nature of hypotheca¬ 
tion or pledge which is governed by the Contract Act and not by the Transfer of 
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Property Ad which deals with immovable properties, like lauds and buildings. When 
dealing with the Banking crisis of 1918—16 the author refers, on page 998, to the 
practice prevalent in other countries of mutual drawing of accommodation bills be¬ 
tween various banks and deplores its non-existence in this country. Unless he 
alludes to the rediscounting facilities available at the Central Bank under which 
two banks may combine to draw and endorse a bill and discount it at the bank 
of issue, there is no such practice of mutual drawing of accommodation bills; and 
if that be the case it is a very crude way of expression. In fact, negotiation of 
accommodation bills is against canons of prudent Banking. A bank may offer for 
rediscount bills in its portfolio but the moment it is known that banks have com¬ 
bined to raise credit on their joint signatures it would create panic in their depo¬ 
sitors. 

On page 5 the author says, “ The cheque, system of issuing credit has not 
developed to a great extent to amend the inelasticity of the currency media in our 
country/' Although in the last resorl currency and credit perform the same func¬ 
tion, delivery of a cheque is more akin to payment of money than grant of credit. 
The latter implies repayment of accommodation extended but not the former. 
Development of cheque habit and increase of deposits enlarge the basis of credit 
but do not impart, elasticity to credit or currency, which connotes expansion and 
contraction. On page CIO there is a suggestion that the Investment Trusts will 
guide their clients m their investments. This is a wrong conception of the func¬ 
tions of Investment Trusts. Although they apply their expert knowledge to invest¬ 
ments, one of their chief objectives is to distribute the investment risk, i.o., " Not 
to put all eggs in one basket/’ however safe the basket may be. Expert know 
ledge is unknown to the novice or the uninitiated; and adequate distribution of 
risk will not be possible for persons of small means. An investment trust may 
put in a small money on a proposition which promises very handsome return even 
though its ultimate success may be not quite certain ; but it would be positively dan¬ 
gerous for an individual to follow this lead and put his savings on this particular 
venture. Loss of this money would hardly affect the fortunes of the investment 
trust but it may mean luin of the individual. Hence the underlying idea of these 
trusts is to replace individual investment and not to induce or guide investment. 
Investment is much too difficult a business to be done by an amateur. The author 
alludes to the superiority of investment in shares to government bonds and deben¬ 
tures and says that the existing public belief to the contrary should be shattered 
(pages 619-620). A Statement of such great import without adequate explanation will 
not only be not understood by the average student of economics bnt is likely to mis¬ 
lead many. It should be made clear that what the author is referring to is not 
all shares but only ordinary shares. Preference shares which carry fixed return 
are in that respect on par with Government Bonds and debentures. It is only 
common stock, or ordinary shares, that carry the right to participate in increasing 
-profits or equities in the concern. It should be explained that the 44 cult of the 



REVIEWS OF BOOKS 


713 


common stock ” is based on the variations in the purchasing power of monetary 
unit and the expectations of continuous increase in the earnings of healthy con¬ 
cerns. Short-dated bonds which mature within a few years of their issue or pur¬ 
chase are not a thing to be disposed at, because the risk of depreciation in value, 
during short intervals, is negligible. It is impossible to accept the generalised 
sweeping statements of the author. "Even to the most speculative investor, 
gilt-edged and debenture bondfl should not be unwelcome as a part of a 
varied menu. 

On page 617 it is said, “ The sum total of our past savings stands as a posi¬ 
tive achievement and must silence most ot‘ the jingoist talk concerning the increas¬ 
ingly widespread poverty amongst masses.’’ It is difficult to follow this conclusion. 
Proving or disproving of this saying is not so easy as the author seems to think. 
Mere figures of deposits cannot throw much light. Purchasing power of mone¬ 
tary unit, variations in prices, the distribution of savings 01 deposits amongst the 
various classes of population, etc., must all be taken into account before an opinion 
can be formed one way or the other. No sufficient material on these lines has been 
given, to support his theory Loose general statements of this nature do not add 
to the value of any work 

The author has given mam suggestions to improve the existing order of 
things. Some of them are mere repetitions ol what ha^ been preadied, or intro¬ 
duced in other countries. Banking opinion is not unanimous on theii acceptance 
hut none the less they deserve careful consideration. Thore are others of a novel 
character. Homo of these at least would not have been put in print if the author 
had more intimate contact with the actualities of his subject, or perhaps the ideas 
have, not been fully developed or there is want of clarity in expression. To quote 
a few examples : On page 520 when dealing with the restrictions to be imposed 
on the use of the word ” bank ” he suggests that its application should apply “ to 
those financial companies which undertake to meet all obligations on ‘ demand.’ . .” 
We hope he does not mean that banks should not be allowed to accept ‘ time 
deposits.” On page 521 he says that reserve fund should be invested in trusty 
securities. All the funds of the bank get mixed up and it is impossible to say 
which part of the funds is covered by trusty securities. All that can be reoom 
mended is that a certain portion of the assets should consist of gilt-edged paper, 
this portion depending upon the amount of capital, reserves and deposits. Inci¬ 
dentally, it pay be mentioned that this suggestion of the author is contrary 
to bis recommendation elsewhere that shares are superior to Govern¬ 
ment Bonds though we of course do not entirely agree with the latter view. On 
page 523 the author suggests that banks should not be allowed to invest in channels 
the return from which is lower than interest paid on borrowings. It will be impossi- 
ble to distinguish what particular funds are being put in a particular investment 
and consequently it will not be possible to correlate any particular sets of interest 
earned and paid. If Mr. B&u means that interest earned on any investment 
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should not be below average rate of interest paid on borrowings, it is equally ob¬ 
jectionable. If it happened that at a particular moment, when demand for money 
very slack, a bank has large idle funds, and it would be able to earn something 
by utilizing them in short-term investment, it should not be precluded from adopt¬ 
ing that method even if the return be below the average cost paid for deposits. 
The position of “call loans “ can he studied with advantage in this connection. 
Lastly, if the idea be that average interest earned should not be below the average 
interest paid, the proposition is so self-evident that it needs no legal enactment— 
the success of a bank depends npon adequate margin between interest earned and 
paid so that its non-existence is sure to bring it to grief. 

The author’s view that acceptance business should be prohibited to banks with 
small means is not intelligible. No grounds are given for this suggestion to so cir¬ 
cumscribe the business. Acceptances correspond to maturing obligations to make 
payments. As a rule the extent of acceptances will correspond to the size of the 
bank. Tf a bank’s position is not sound the market will not want its acceptances. 
By accepting a Bill the bank lends its name which makes its negotiation in the 
market easier. "Restriction in this behalf would interfere with the bank’s capacity 
to extend credit. 

There are several other points which require comment. It is not possible to 
deal with all of them. We have, however, given sufficient indications which .will 
enable the author, if he is so inclined, to improve the value of his otherwise splen¬ 
did achievement. The hook contains collection of important hanking material which 
will be useful to students and hankers alike. Its possession would give much 
useful information, and vave»- reference to a number of publications The reports 
of Banking Enquirv Committed constitute imporant literature on the subject of 
Banking. Tt would have been more fortunate if the author had postponed his new 
edition until after the publication of these reports and enlarged the scope and use¬ 
fulness of his work by the inclusion of important new material now made available. 
But even as it is, the book has sufficient intrinsic value of its own which remains 
unaffected bv the appearance of these reports—if anything, it provides necessary 
knowledge for the understanding and appraisement of the work of these Com¬ 
mittees. 

B. T. T. 


■Principles op Public Finance, by ,T. S. Ponniah, M.A. Rochouse & Sons, Madras. 
Pp. 3(11, viii. 

Mr. Ponniah's small book on Public Finance is a very useful book for ft 
student of-Public Finance. It is divided into fifteen chapters which deal with 
public expenditure, public revenue, public debt and financial administration, At 
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the end ol the book there are a few appendices and a select bibliography. The 
book has the following good features 

(1) The chapters are biuall and contain just what is necessary for those 

students of public hn&nce who have no time or patience to go through 
a number of bulky volumes; 

(2) Each chapter contains the principles oi public tinance as also their appli¬ 

cation to Indian State Economy, so that the history of Indian public 
tinance can also be found in the book; 

(3) There are interesting and useful questions at the end of each chapter; 

and 

pi) The viewb oi many authors are expressed in the course ol discussion 
on all topics and the names oi the authors quoted are given in 
footnotes. 

The book has, iiowevoi, a Jew drawbacks, in iho first place, public expendi¬ 
ture is v not given the importance that it deseru.^; the account ol Indian public 
expenditure covers only three pages and a hall, ol which uiie full page is occupied 
by the budgets of expenditure of the Central ami f'loxmeial Governments. The 
total expenditures are not shown. 

In the second place, there arc too nian^ quotations in the book, with the 
result that the loader gets the impression that iLie authoi has very little to say 
himself. 

Lastly, there are some mistakes in theory. Eoi mstauce, the author says, 
while discussing the olicet oi a tax on a monopolist, ’ it the tax is a fixed 
sum on the industry irrespective oi the revenue or output, tbe monopolist would 
so fix the price that he could get the maximum not revenue. The new puce may 
be the same as the old price before the imposition oi the tax or a little more or 
less/’ As a matter of fact, m such a case the monopolist would still charge the 
same price as before the imposition of the tax and not more oi less. 

Again, the authoi says, while considering the shifting of a commodity tax 
under conditions of free competition, “ In the case of constant returns, the tax 
may be divided between the producer and the consumer.” As a matter of fact, 
there can generally be no free competition if constant returns prevail in an 
industry, and even if competition be present the tax would be shifted entirely 
to tbe consumer. 

On the whole, the book appears to be very good and should prove useful 
to M.A. students. 


J. K. Mehta. 
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iCooNuMics : Ajs Kuementauy Text Book, by W. J. Weston, B.Sc., Bur-at- 

Daw. The George Publishing Co., Ltd., London. Pp. iSOB. 

Mr. Weston’s book on Kconoimcs is one o£ the best text-books on Elementary 
Economics. There are certain points of excellence which are necessary for an 
original work and others which are necessary for a text-book, I am glad to 
bind that Mr. Weston's book possesses many points of excellence needed for a 
really useful text-book. To state briefly, the book is a small and convenient 

volume whose size will not terrify even a beginner. It is divided into twenty-live 

small lessons as the author has called them. 1 believe this is meant to give to 
ins work a real appearance of a text-book. At the beginning of each lesson is 
given a short description of what follows. Changes of topic in each lesson are 

vividly shown by headings m bold types—a system that saves time when a student 

desires to refer to a particular problem or principle in economics. At the end of 
each lesson a few questions are given as exercise, and at the end of the book we 
find revision exercise and a lew question papers in economics. The questions given 
by way of exercise do really call lor independent thought as the author states 
in the preface to his book. The following are a few T questions taken indiscrimi¬ 
nately from the book; they will show how fai the author s claims are true. 

(1) Examine these two arguments. Which of them appears to you to be the 
sounder ? 

{a) Since there is omy a little for all of us, lie who has much is acting 
unjustly. 

(b) He who has much is unjust only when his share has become greater 
through another’s loss. He should be praised rather than reproached 
when his share is great because he himself has produced much and 
has, while producing it, added to the public wealth. 

(2) It has been suggested that there should be free travelling facilities for 
all and that they should be paid for out of general taxation. Do you see any eco¬ 
nomic reasons against this suggestion; would it mean waste or saving? Do you 
see any reasons for adopting the suggestion'. 

(3) Between 1900 and 1910 the average price-level of British manufactured 
exports rose 5 per cent; the average price-level of British food imports rose 10 
per cent. Explain why this should be so. Wbat effect has this fact upon our 
power to get the things we want? 

The text-book covers the whole field of elementary economics with chapters on 
.Public Eevenue and Public Expenditure following those on Consumption, Produc¬ 
tion, Distribution and Exchange. On Exchange, however, very little has been 
said. 

The style of writing is simple, and it appears the author has taken special pains 
to be very untechnical in his expressions so that a beginner may find it easy to 
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understand all he reads. The style is colloquial at places, and the two 
wordB 44 you see ” are often thrust in the middle of a sentence to deprive an 
expression of its terrifying technicality. 

I have not been able to detect any mistakes m the theory; at places there 
are statements of facts which are not rigorously scientific, but 1 presume they were 
never intended to be very scientific. Perhaps for a beginner, for whom 
the book is particularly written, statements lacking in scientific accuracy are 
more useful than the high-sounding, complicated and rigorously scientific ones. The 
book has no index but I do not think it is necessary for such a well-planned book. 

The book should prove useful to all Intermediate students and many under 
graduate Btudents of Indian universities. 


J. K. Mehta. 


The Indian Public Debt, by D. L. Dube}. The Indian Press, Ltd., Allahabad. 

This book has the advantage of dealing with a subject of absorbing topical 
interest during the past eighteen months. Its author has taken considerable pains 
to collect the mass of statistical material with which it is strewn and has endeavour¬ 
ed to give a vivid presentation of a subject whose ramifications have often mysti¬ 
fied politicians and others inspired with the desire for rendering public service 
to India. 

The amount of the Indian Public Debt, the forms in which it is embodied, 
its distribution between sterling and rupee lenders and the productive assets of the 
State held against this debt are lucidly indicated. There is a chapter devoted 
to the Sterling Debt of India which traces its growth since the beginning of the 
century and contains an interesting analysis of the causes of the high rates of 
interest which India has had to pay on her sterling loans especially since the War. 
The author denies that a fa'll in India’s credit has been a contributory cause of 
her difficulty in obtaining adequate sterling resources on cheap terms. But if 
credit be admitted to mean a belief of the lender in the borrower’s capacity as 
well as willingness to pay past or present loans, there can be little doubt in the 
minds of those who have watched the current of events during the past eighteen 
months and the frequent mention by responsible Indian politicians of the possibility 
of debt repudiation that foreign lenders are not as certain as they were before the 
War of India’s willingness to repay all past and future debts. Were that so, 
it can confidently be asserted that at a time when interest rates in London and all 
the world’s principal money markets are as low as they have been during the past 
.year, India could have secured accommodation for her numerous loans during 1930-31 
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at a much lower rate in London than she actually did. For as to there being 
a dearth of capital in the world, this is hard to believe in the face of the enormous 
productive capacity now lying idle in the industrial countries of the world, and 
the great increase in savings of aH classes in France, Great Britain and the 
United States, not to mention lesser countries like Holland, Sweden, Switzerland 
and Norway. These savings are only hindered from being invested in long-term 
loans through uncertainty of future return. India, in common with other borrow¬ 
ing countries, suffers in the terms on which she can raise her foreign loans in the 
measure in which political events contribute towards creating or maintaining this 
uncertainty. 

The future capital needs of India are estimated at approximately Rs. 60 orores 
annually for the next seven years. This rather liberal estimate is made up of 
Rs. 00 crores on account of repayment of maturities and payments for railway 
purchases which the Government may decide to make in exercise of their options, 
Rs. 10 crores for provincial needs and Lis. 20 crores on account of fresh capital. 
The advisability of borrowing an annual amount of Ks. 30 crores for fresh capital 
expenditure for the provinces and the (’entrul Government may well be questioned 
in these times of financial stringency and a price-level almost equal to pre-war 
figures. Tins is particularly the caw* when n is remembered that in the five years 
from 11)26 to 1030, while railway capital at charge increased by more than Rs. 150 
crores or over a quarter of the previous capital at charge, the increase in mileage, 
wagons, locomotives and other productive assets was much leas in proportion, while 
the financial results of the railways during this period showed still less improve¬ 
ment. To a careful student ,of India’s requirements in the matter of capital deve¬ 
lopment the conviction grows that the prime need for the future is not liberal 
expenditure but rigorous economy coupled with the resolution that the country 
should get full value for every rupee spent. 

But even if this principle be incorporated as a cardinal factor in governmental 
policy, a sum of from Rs. 40 to Rs. 60 crores will probably have to be raised by 
loans annually to meet all requirements during. the next seven years. Nearly 
10 crores of this will be required for the discharge of sterling obligations. This 
might best be done in view of the present weakness of exchange by raising foreign 
loans. And in view* of the latitude enjoyed by Canada, if these cannot be raised 
cheaply enough in London, 'the question might well be considered of granting India 
the right to borrow in the world’s cheapest money market. The bulk of the money 
will have to be found in India however and in this connection, the suggestions 
made by the author for the encouragement of the small investor leave nothing 
to be desired. 


E, H. S. 
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Indian Industry : Yesterday, Today and Tomorrow, by M. Cecile Matheson. 

Humphrey Milford. 1980. 

This book is the outcome of a desire “ on tho part of the Christian people in 
India to have a reliable text-book which would serve as a guide in criticising the 
difficulties of the present and materialising hope for the future. 1 ’ Miss Matheson 
whose services were utilised for the purpose was exceptionally well-fitted for the 
task she was called upon to undertake both by her wide experience of industrial 
conditions in England and America and by her knowledge of the working of Trade 
Boards m England. She writes without bias and while not sparing in her criti¬ 
cism of employers whenever needed, docs not grudge tho meed of praise duo to 
them. Thus, in the chapter on General Conditions in the Cotton Trade she frankly 
acknowledges that “ it was with a sense of surprised relief that she looked upon 
the spacious, well-built factories and the well-guarded machinery that are the rulo 
arid not the exception in India,” and that what she saw was an “ emphatic protest 
against any sweeping condemnation of Indian factory conditions.” Again, the 
author has a sense of perspective and rightly pleads for ‘ balance ’ in any kind 
of industrial reforms. Thus when she says that “ it is little use to press factory 
legislation far, unless there is parallel advance in other laws bearing on the 
lives of the people.” and again, that “it is unfair to gird at factory housing when 
the municipality allows worse conditions outside ” she seems to have a truer under 
standing of the methods of advance than some writers on labour problems in India 
who have been inveighing so violently against employers. 

The book is divided into three parts. Part T describes in a few pages the 
evolution of modern industry in India and the beginnings of factory legislation. It 
is in the second part entitled ” Today ” that much of the most valuable informa 
lion to the student of economics and the social service worker is crammed in. The 
successive chapters that deal with conditions in the cotton, jute, tea, and other 
industries are interesting and contain much useful information. One feels, how 
ever, that the author has made far too much of the so-called compensating factors 
that mitigate the hardships due, to low wages in the jute industry. The Bombay 
cotton industry which has faced the full glare of public and outside investigation 
has, at least in recent years, been paying fairly good wages; the jute industry, on 
the other hand, entrenched in a monopolistic position and secure from the fresh 
breeze of outside opinion has been too long exploiting the poverty-stricken work¬ 
ers. Where the wages of even the male operatives are so low as Bs. 11 and on 
the average less than Bs. 90, it is idle to say that if wages are low " rents are 
also considerably lower for Bengal lines than for Bombay chawls.” The European 
bungalows, the gardens, the tennis courts, the club house, etc., might give the 
jute mills “ a green and pleasant setting,” but the conditions of workers in the 
jute industry are still deplorably bad and abuses connected with the multiple shift 
system still prevail. Children are still allowed to roam about freely in the work¬ 
rooms to the serious detriment of their health and nothing has been done by 
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employers to prevent this evil. The truth is that the jute mill industry of Bengal 
has been a protected industry in more senses than one and everyone knows that the 
administration of Factory Acts in Bengal had never been as strict as in other pro¬ 
vinces. Miss Matheson’s enquiry has only whetted our appetite for more facts re¬ 
lating to the jute industry. Nor can one agree with the all too favourable a 
picture she has drawn of the conditions of work and living of the plantation work¬ 
ers at Assam. 

In the chapter on Voluntary Welfare the author gives an interesting account 
of the welfare activities of some of the pioneer firms in Tndia and justifies the 
strong tendency in this country to concentrate upon extra-mural forma of welfare 
activity. But it must be a curious kind of welfare work indeed that would “ debar 
the so-called welfare secretary from entry into the factory itself.” If beneath the 
surface a shrewd observer notices indifference and even discontent among the work¬ 
ers in some of these firms, the reason is not far to seek. The welfare organisation is 
not related to working conditions in the factory. The author concludes the second 
part with an expression of some of the outstanding difficulties and no one will dis¬ 
agree with her when she says that the problem of wages is closely bound up with the 
efficiency of the workers and that unless the latter are willing to take up more 
intensive methods, progress must be slow. 

The third part speaks of “ Tomorrow " and enquires wdiat next? Some very 
useful anl constructive suggestions are thrown out and they are the more valuable 
because each one of them is the result of observation and experienced study. Miss 
Matheson pleads for a reduction of working hours from 60 to 54 and suggests 
that it may take the form of a weekly half-holiday. ” Tt would almost certainly 
be a great boon to the European members of the staff,” but it is doubtful if the 
suggestion will be welcome to the workers themselves whose interests must after 
all be the deciding factor. She pleads for a suitable Truck Act and for a careful 
examination of the subject of minimum wage legislation and suggests that <the 
Economics departments in the various colleges aud Universities should make this 
a subject of careful investigation and instruction." She also throws out a fruitful 
hint that it would be desirable to adopt a system of six-monthly exchanges of 
factory inspectors between England and India in view of the need for speoially 
qualified inspectors. 

The author has done well in pointing out that further progress in industrial 
legislation in British India will be arrested because of the failure of the Indian 
States to come up to the level of the British factory laws and administration and 
says that a miniature “ Industrial labour office is wanted in India setting a com¬ 
mon agreed standard and with some agreed right of oversight.” It is to be hoped 
that in the new federation provision would be mad© for securing a certain degree 
of uniformity in regard to minimum conditions. 

The book is free from errors of any kind. The only slip that is noticeable 
occurs in page 24 where the author says that ” the special rules, gove rning tbe 
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use of lead compounds apply equally to men and women ” whereas they really 
apply only to women. On the whole, the work is to be welcomed for the accu¬ 
rate and balanced description of the conditions in several industries although one 
might feel that she overrates the difficulties m some cases and tries to be too 
fair. That the work is eminently suggestive and constructive will bo evident from 
the fact that it had enabled the National Christian Council to call for conference 
and pass quite a number of useful resolutions, all based on this work. A number 
of useful appendices and an index add to the value of the book. 

P. S. Lokanatban. 


The Industrial Efficiency of India, by TUjani Kanta Das, M. Be., Ph.D., P. S. 

King & Son, Ltd., 1930. Pp. xii-j-212. Price 8s. fid. 

It would have been more appropriate had Dr. Iiajani Kanta DaB named liis 
I look ** The Industrial Inefficiency of India.” A perusal of the book leaves one 
with an emphatic impression of how enonnously behind the other nations of the 
world India is in industrial efficiency or productive capacity. Indeed, the picture 
that has been drawn is a very gloomy one but is all the same very little, if at 
all, overcoloured. According to the statistical analysis that the author has made 
in the second chapter of the treatise, 4 ’ Tndia loses about 75 per cent of her natural 
resources due to inability to make fuM use of them, about 66 per cent of her 
human resources or man-power due. to ill-health, ignorance and under-employment, 
and 66 per cent of her capital resources due to inability to mobilise social savings 
into national capital, to introduce modern implements and machinery, and to make 
full use of the existing capital goods.” The total wastage of the productive factors 
thus amounts to more than two-thirds and the industrial efficiency of India is less 
than one-third of that of other industrial countries. 

It is not very difficult to find fault with the statistics and the conclusions drawn 
therefrom and therefore to dispute the accuracy of the author’s estimate of the 
wastage of India’s productive resources. For, the extreme paucity of statistics, as 
Dr. Das himself admits, makes anything like an accurate assessment impossible. 
The conclusions drawn are based largely on guess work, at times of a very rough 
and sweeping nature. For instance, from the figures, none too accurate, relating 
to the import of fish into Calcutta during one particular year, the author draws 
his conclusion about its normal supply for the whole of India. Nevertheless, even 
if one may not accept the author’s statistical estimation as a very close approxima¬ 
tion to the truth, there is no denying the fact that the industrial inefficiency of 
India, if the standard of living be an index to it, is simply appalling. That 
a large majority of the people of India should be living constantly on the verge of 
starvation notwithstanding her immense natural resources and labour power is 
a clear testimony to the deficient productive capacity of her people. * 
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Having made a statistical estimate of tlie extent of India's industrial ineffi¬ 
ciency, the author devotes the next chapter to an analysis of its causes. The 
chief causes of this inefficiency, according to him, are racial characteristics, physi¬ 
cal environment, poverty and disease, illiteracy and inexperience, religious in¬ 
adaptability, social maladjustment, political subjugation and industrial back¬ 
wardness. Of these, according to us, the most potent ones are poverty, disease, illi¬ 
teracy and the social evils. So far as racial characteristics are concerned, the 

author is of opinion that, under equal conditions, Indians are as efficient as any 
other people, as was revealed to him by the investigation that he had conducted 
as an official agent of the United States Government into the conditions of the 

Hindustani workers on the Pacific Coast. Racially Indians are not, therefore, in¬ 

ferior to the while races of Europe when they compete on equal terms. Nor can 
physical environment of itself make a people permanently less capable than another; 
as the author observes, if there are differences of physical environment in which 
the different peoples live, they can develop their own regional economy and their own 
particular industrial efficiency. As regards religious inadaptability, we are of opinion 
that unnecessary importance has been given by a number of writers to what they 
call the philosophical and other worldly attitude of the Indian people towards life, 
being influenced by the doctrine of maya. We do not want to deny that the 

principles of renunciation and karma do not have their influence on tjie Indian 
masses, but we want to assert that religious doctrines have rarely been a hin¬ 
drance to material progress. AM the theological strictures of Islam against usury 
have not prevented the Pathans from becoming moneylenders par excellence , and the 
shrewdest and most successful Of Indian traders and businessmen are the Marwans, 
notwithstanding their religious orthodoxy. Indeed, it will not infrequently be 
found that the most successful commercial and industrial communities of India are 
perhaps conventionally the most religious. Poverty is, however, as much a cause 

of inefficiency as a result of it. But things in life often move m vicious circles, 

and causes and effects are always interrelated. Poverty is certainly the greatest 
evil of our national life and diseases have made it all the more unhappy and 
disconsolate. That, the standard of living in our country is incredibly low, that 
people,die like fleas from diseases which are preventable, that the death-rate is 
abnormally high in India with an average expectation of life amounting to less 
than 25 years, that more than 92 per cent- of the people are as yet completely 

illiterate in spite of the beneficent British rule of a century and a half—make us 

cynical about the achievements of our rulers in ameliorating the conditions of their 
subjects. A comparison of the relative progress that has been made by Great 
Britain and India since the latter came under British domination will simply as¬ 
tound one in noting the wide gulf of difference that has since arisen between the 
two nations in their material prosperity. If we are not mistaken, till the dose of 
the eighteenth century the British people were not economically much better off 
than their Indian contemporaries. But. while they have advanced with the swiftest 
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strides, the Indian people have since then simply stagnated, if not positively regresB- 
ed. Even supposing for the time being that Indians suffer from all the draw¬ 
backs that have been ascribed to them by their fault-finders, is there nothing to 
complain of in the fact that the civilising work of a century and a half of British 
rule has led us economically as in other respects to a comparatively far inferior 
position among the nations of the world to what we held previous to this British 
period of our history ? 

After pointing out the various causes of India’s industrial inefficiency, the 
author next passes on to suggest means of achieving efficiency. These are con¬ 
servation of health by amelioration of races, development of physique, control of 
population growth ; social regeneration by reconstructing a new social attitude or 
philosophy of life and by upbuilding individual character, public morality, business 
honesty and social equality; political reorganisation by having a national govern¬ 
ment and with the help of constructive research, functional or vocational education 
and national economy; and finally, industrial reconstruction by industrialisation of 
production, rationalisation of industry, development oi enterprise, conservation ol 
resources, organisation of capital and administration of labour. 

It is easy to see from the above that though it is not very difficult to suggest 
measures by which India can increase her industrial efficiency and secure the pros 
penty and welfare oi the people, it will be extremely difficult, if not impossible, to 
put all these suggestions into immediate practice. The reconstruction of the 
national health as well as ol all the social, political and industrial institutions re¬ 
quires not only the mobilisation ol the active interest and concerted activities of 
the entire social population which is completely absent today but also the outlay 
of an immense amount of capital which the country lacks. The author himself is 
not unaware of the difficulties; but then there is no short-cut to real progress. So 
far as social reconstruction is concerned, we do not think that any radical change 
is likely to take place in India all oi a sudden; at least past history does not 
warrant such optimism. Nevertheless, the citadels of orthodoxy have been success¬ 
fully attacked and progress is not altogether out of sight. Political and industrial 
changes are also taking place, though we are not at all satisfied with the rate of 
advance. As regards capital, the author finds the first source of financing his pro¬ 
jects in the economy of nationalising the government. The reduction of the ab¬ 
normal military expenditure, and the savings from the lower cost of services follow¬ 
ing their Indianis&tion and the abolition of the ‘ home charges * are to be utilised 
for nation-building purposes which will improve the material condition of the 
masses. Next, the greater national savings that the industrialisation of the country 
will bring about are to be employed for accelerating the economic progress. There 
is no doubt that there is a vast scope for national economy in uprodoctive expenses 
that should be utilised for purposes which will not merely aim at the so-called 
maintenance of law and order but will also attempt at feeding the starving millions 
and equipping them with better means of improving their hard lot. Besides, 



724 


REVIEWS OF BOOKS 


even under existing circumstances, the adoption by the Government oiE a vigorous 
and protective industrial policy can do a great deal in resuscitating ano 

developing the decadent and nascent industries of India and thereby promot¬ 

ing the industrial efficiency af the people as well as thetir material prosperity. 
There is, however, hope since steps are being already taken, though these may not 
be at this moment as vigorous and whole-hearted as we might have wished. But 
something is better than nothing as was, till lately, the case. 

The most important measure that the author suggests is the creation of a 

.National Board of Industrial Efficiency which will conduct researches m the various 

branches of study that will go to enhance industrial efficiency. The Board is to 
be guided by a National Council oi Industrial Efficiency, consisting of representa¬ 
tives of the different classes of the community who are engaged m industrial acti¬ 
vities, scientific studies and general welfare work. The importance of such a cen¬ 
tral organisation which will coordinate all the different social forces in improving 
productive efficiency can hardly be exaggerated. There are at present a few stray 
government institutions like the Agricultural Ke search Council, the Tores t 
Itesearch institute, and the Cotton liesearcli Committee, devoUed to 

their particular spheres. But, for a backward country like ours, a 

strong central association to guide ail her economic activities and to 

act as a source of encouragement and a storehouse ol iuiormatioa is 
essential for the rapid industrialisation oi the country. The Economic Enquiry 
Committee ovei which Sir JVL Visveswarayya presided recommended the creation ol 
a Central Economic Board—not, of course, on the line of JDr. Daw's Board of Effi¬ 
ciency. But a Board which will, at the first instance, collect reliable statistics 

regarding the various aspects oi the economic life oi the people, the inadequacy 
and inaccuracy of which the author himself deplores, is certaimy the first step in 
mobilising the social forces for taking up a sound line of concerted national action 
for the economic uplift of the country. Nothing has, however, happened 
till now, though the Economic Enquiry (jommittee made their Keporfc in 
J.U26. Of late, the Government seem to have awaktened from their siesta and Bir 
Arthur Salter of the League of Nations was recently invited to India tp advise them 
on the formation of an Economic Board. Sir Arthur had a tour over the country 
and held consultations with various individuals and institutions in thiB connection. 
It may be hoped that something definite will soon come out. 

Compassed within a small volume of a little more than ‘200 pages, the author 
necessarily takes a bird’s eye view of the numerous aspects of the vast problem 
oi India’s industrial inefficiency and of its remedy. Nevertheless, be has put before 
us in a very readable form the salient features of the problem and its staggering 
magnitude, and has also suggested a sound fine of action, though we must confess 
that, from their very nature, some of the remedies proposed are rather theo* 
retinal and academic. The real achievement of the author, however, lies in hi# 
success in presenting to us in a concrete form the extent of the economic inferiority 
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of our country m comparison with the civilised countries of the West. Those who 
talk glibly of the vast,achievements of British rule in India in improving the 
material condition, of her people should do well in going through this book. It will 
remove the complaisant mood of many an admirer of the economic advancement 
that India has so far made and give a rude shock to the false optimism of others 
who would like to ignore facts as they are. 

There are one or two misprints in the book, but of a trifling nature. For 
instance, Jack’s Economic Life of a Bengal District has been printed as Economic 
Life of a Bengal Village m the looinote on page 30. As regards statistics, the 
author deserves praise for indicating the sources for every one of them m the 
footnotes; but we wish he bad given the comparative figures from one set of inter¬ 
national publications instead of giving them from different sources such as the 
World Almanac , the Statesman's Year Booh , Annuaire Statistique , etc. As is well- 
known, owing to the absence (4 a uniform method of compilation, considerable 
discrepancy occurs between the same sol ol figures compiled by the different bodies. 

The poverty of India is nowadays as proveibial as was her prosperity in by¬ 
gone days. At the present juncture when there is a general awakening m the 
i min try and the people have not only become alive*, to tlieir detects but also anxious 
to remove them, the author's appeal to India s philosophers and moralists, scientists 
and technologists, statesmen and jurists, reformers and publicists, economists and 
entrepreneurs to upbuild her national health, to regenerate her social life, to attain 
her political autonomy, to develop her national economy, to reconstruct her indus¬ 
trial system and thus to achieve industrial efficiency is most timely and will not 
go m vain. We entirely agree with the author that. “ it is through industrial 
efficiency’ alone that India can tally utilise her immense resources of land, labour 
and capital for the wealth and welfare of her people and lay the material founda¬ 
tion for their moral and intellectual progress.” 

S. C. Bosk 


Double Taxation and International Fiscal Co-operation, by E. K. A. Seligman. 

Macmillan & Co. 1928. Pp. 203. 

In the concluding chapter of this book Professor Seligman makes the follow¬ 
ing observation “Ah we begin to think alike, old shibbolethes will disappear and 
the traditional prejudices will melt away. In every domain of economic and 
political life we see the beginning of this marvellous transmutation. Is it too much 
to hope that in the fiscal field as well similar metamorphosis will show itself*? ” 
Professor Seligman is confident that fiscal cooperation will, ou account of the pres- 

F. 16 
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sure of practical interests of everyday life, contribute in no small measure to the 
inauguration of the ‘ era of world understanding, of world peace, and of world prog' 
ress, and which is perhaps nearer than many of us have dared to believe.” 

Professor Seligman is an acknowledged authority on all questions of public 
finance; and when he comes to a conclusion based on such an optimistic outlook 
of the future, we can have good reason for believing that the solution of one of 
the most difficult problems of international life is well within sight. 

The book consists of eight chapters. In the first two the author gives a lucid 
account of the genesis of the problem and of the nature of the actual difficulties. 
He reviews the course of economic evolution and points out how with the grow¬ 
ing economic interdependence ol the different parts of the world, political 
divisions become entirely out oi accord with th/e facts of life and give rise to 
numerous difficulties. The result," m ibe words of the author, “is a fiscal 
chaos or a fiscal anarchy and with every year oi increasing international economic 
life, the confusion becomes worse confounded." Out of this fiscal chaos fiscal order 
has to be evolved by fiscal co-operation, and the succeeding chapters ot the book 
are devoted to the study ol the methods by which this end can lie achieved. In 
the third chapter the history of the earlier attempts at a solution of the problem 
of double taxation is given. A list of 49 treaties on double taxation is given, 
but it is made quite clear that what has been done in the past is utterly inadequate 
to meet the needs of the situation and much remains to be done. 

The fourth and fifth chapters are analytical. In the former a classification ol 
taxes is given from an entirely new standpoint. Taxes are classified according as 
they are personal or lmpersonul; but between these two categories arc placed a 
number of taxes which are neither one nor the other but partake of the character 
of both in varying degrees The filth chapter is an analysis oi the elements of 
location and residence m taxation, and generally speaking it is held that the element 
of residence or domicile is the controlling consideration in the ease oi personal 
taxation and the element oi location or situs in that of impersonal taxation. 

The remaining three chapters of the book give % us a review of the conclusions of 
the League of Nations' committees of economic and tchnical experts. Incidentally, 
Professor Beligman pays a warm tribute to the work of the League of Nations 
and describes how it- is creating an atmosphere m which suspicion is converted 
into confidence, doubt is resolved by the feeling of certainty of accomplishment and 
aloofness gives way to warm personal friendships which contribute materially to 
the smoothing out ol the difficulties. It is not necessary to summarise these con¬ 
clusions here. They are well-known to the students of recent fiscal literature. 
The conclusions are of a tentative character and the difficulties of formulating 
principles of general application are admitted. But it is also asserted that a solu¬ 
tion equitable to all parties can be devised. 

The problem of double taxation is not only an international problem but has 
also an important national aspect in all federal countries. In India the problem 
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is sure to arise and call for solution under any scheme of financial readjustment, 
and a study of the problem in international sphere and in other federal countries 
cannot but be of immense value in solving our own problem. The study of 
Professor Seligman’s bonk will be very helpful for the purpose. 

Gy an Cfiand. 


Rationalisation of Monky, by FT. R. Scott of TCodaikaunl, South India. Triclnno* 

poly. 1930. Pp. 156. 

The book before us is a collection of articles and letters contributed bv the 
author to various papers. It is an attempt to place before the reader the dis¬ 
advantages of fluctuations in the value of money. The author points out, “ That 
prices paid depend more upon the purchasing power of consumers (m India) and 
upon the bartering power of foreign trader subject to competition from oilier 
sources of supply, than upon the monetary cost of production . . . In order 
to avoid the dangei of our civilisation like unemployment, strikes, discontentment, 
etc., i.e., to have economic security, “ cilrrency (then) must be related to perihb 
able wares as marketed and must uIro be perishable or subject to cancellation 
coincidently with consumption or service in use of 'these necessities.” in short, 
the author aims at providing currency supported by bills of exchange. Too much 
importance has been laid on the self-liquidating nature of a bill. Money is used 
not merely as a medium of exchange but also as a storer of vaiue. It is very doubt¬ 
ful that notes having nothing else but hills behind them will be readily accepted. 
Moreover, there would be a distinct danger of inflation, although the author 
asserts that ” no risk of inflation could arise because every hill would reflect some 
actual creation of value in terms of goods. . . .” 

During the post-war period, several schemes have been placed before the public 
to solve the currency problems facing the world. The ‘ Managed Currency System ’ 
of Prof. Keynes and ‘ Compensated Dollar Scheme ’ of Fisher are important 
examples, but none of them lias been accepted as practical. There is consensus of 
opinion that although gold may not bo in active circulation, still the currency must 
be linked on to gold. The recent adoption of the Gold Bullion standaid by most 
of the countries of the world is a living indication of the fact that artificial inter¬ 
ference with the currency system would not be tolerated. Mr. Scott’s scheme 
has many good points in it, hut it is not practicable. 

The book on the whole provides an interesting reading and is a welcome addi¬ 
tion to the economic literature. 


L. 0- Tandon. 
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Elements of Economic Principles, by J. I\ riinghal, M.A., LL.B., E.R.E.S., 

Assistant Professor of Economics, Holkar College, Indore. 1929. University 

Book Depot, Agra. Pp. 513. 

This book is a valuable addition to the literature of Economics. A number of 
books have recently appeared dealing with individual Indian economic problems, 
but the author of this book has made a departure from the oft-trodden path. He 
has explained the principles of economies by taking Indian illustrations. He has 
rendered very useful service to the students world, 4 and has filled a long-felt gap. 

The author has very sparingly used curves. Throughout the book, curves appear 
only twice. The place of graphs and curves is high in making the students un¬ 
derstand economic phenomena clearly. 

In the modern world, production is rained on not in response to in¬ 
dividual orders but in anticipation of wants. Therefore Chapter XXXI, which 
deals with principles of consumption should he given before Book II dealing witb 
production. Problems of consumption which need knowledge of the general prin¬ 
ciples of economies are discussed in their proper place. The subject is wide and 
of great social importance. TJic author has summarised the subject well. As the 
book is to be mainly used as a text by the students, the author would make it all 
the more useful if at the end of each chaptei he gives a set of questions and a 
small bibliography. 

L. C. Tan don, 


A BiBMOGBArm of Social Bimvei . Reports of Fact-finding studies made a* a basis 
for Social Action; arranged bv subjects and localities, Reports to January 1, 
1928. By Allen Eaton, Department of Surveys and Exhibits, m Collaboration 
wuth Shelby M. Harrison, Director, Department of Surveys and Exhibits, Kus 
sell Sage Foundation, New York, 1930. Pp. xjviii, 487. Price $ 8-50 net. 

It is somewhat difficult to review a work ot tins character as, apart from the 
fifty pages of introductory matter, the whole of the book of over 500 pages is sun* 
ply a list of Surveys which have boon undertaken m specialised fields of social 
investigations m the United Stntos. together with the purpose, methods, and 
standards of such surveys and a very complete geographical index which in itself 
runs up to 100 pages. 

The introduction is a well-written description of the history of this kind of 
specialised work in the United States of America and there is also a discus¬ 
sion of its principles and usefulness. Jt may be said that while it is highly de¬ 
sirable that attempts should be made in all. countries to improve the prevailing 
social conditions, there is yet much waste of time, money and effort in all Sands 
owing to the lack of the necessary primary study of sound principles 
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on which to work, and there is also a deplorable lack of knowledge of the actual 
conditions which it is sought to improve. Hence we (*411 agree with the writer 
of the introduction to this substantial volume that 

“ The changing community conditions, the increasing demand for united ac- 
tion by citizens in order to control tendencies in the public interest, 
and the growing conviction that control and improvement can be more 
intelligent and effective if based on knowledge, have combined to make 
the social study or sunev almost one of the indispensable activities of 
the modern community, 'whether it he neighbourhood, parish, tillage, 
city, region, or state ” 

and we cannot but agree with him. when he states fuitber, that 

“ The first essential in carrying out such a puipooe was the asceitaming ot 
the facts in each particular case—the all 1 mind diagnosis of the 
causes and the all-round application of the resources of the community to 
relief and rehabilitation.” 

Much has been done in recent yeais to ascertain the facts, especially in the 
United btates of America and an effort has been made to realize that 

“ The social survey is a cooperative undertaking which applies scientific me 
thod to the study and treatment of current related social pioblems and 
conditions having definite geographical limits and bearings, plus such 
a spreading of its facts, conclusions, and lecoinmcndations as will 
make them, as tar as possible, the common knowledge of the com¬ 
munity and a force for intelligent coordinated action.” 

So far as one ih able to judge we arc only in the beginning o( tin* kind 
of work in India but one doe* ieel that *< holur* and students throughout the 
country aie realizing that policy must be based on sound research woik. and 
that surveys throughout the whole field will have to be undertaken if the best 
results are to be obtained from the laudable efforts winch are being made in cei- 
rain directions to improve the conditions in this land of Hindustan. 

As this work is developed it is to be hoped ihar some attempt will be made 
at a coordination of effort and to further such coordination it will be desirable 
that some future research students or professors will do for India what has boon 
done for the United States iu this excellent \olumc, and publish a full bibliography 
of such social surveys. 


J. W. Thomas 
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(-knthal Ha>kh, by C. H. Kiweh and W. A. Elkin. Macmillan. l*p. 4*27. 18s. 

The study of Central Banking on any systematic lines has received special 
attention only daring the last decade. It was as a result of the Brussels Inter¬ 
national Financial Conference of 1920 that the movement was first set on foot for 
the establishment of Central Banks of Issue m countries where they did not 
exist. “ In the following years the advice of the Brussels Conference was widely 
followed. New Cent.ra/1 Banks were formed and many existing Banks drastically over 
hauled. The reorganisation of the Reichsbank was an integral part of the Dawes 
scheme; the countries that previously formed part of the Austrian and Russian 
Empires as well as certain of the Balkan countries established new Central Banks. 
Similar steps were taken in some of the South American States and in South Africa, 
while the creation of a Reserve Bank m Tndia was also proposed. Tn other countries, 
such as Belgium and Norway, though the previous structure remains, important 
changes were introduced.’* 

But while so many Centiul Banks were being either formed for the first time 
or reconstructed, the theory of Central Banking was a matter of experience of the 
leading bankers or of knowledge possessed bv a few experts. There was no con¬ 
venient book on the subject- not even a record in one place ot the constitutions 
of the Central Banks in the various countries. To Kisch and Elkin goes the 
credit of supplying the want in their book entitled Central Banks Issued first 
in January 1928, it has already run into three editions. In the latest edition of 
1930 the authors have brought the subject-matter up-to-date so as to include among 
other changes those introduced into the monetary legislation of the United King 
dom. Prance and Italy. c 

The hook is an exhaustive study of the theory of Central Banking, m so far 
as such a theory has been developed. The application of the theory is illustrated 
by reference to the bank chatters of different countries. Questions such a* the 
significance of a Central Bank; its junctions: its relations with the State: its 
mechanism and administration; its relations with the money market and with other 
Central Banks are all fully dealt with. The importance of progressive co-operation 
between the Central Banks cannot be exaggerated. “ This aspect ot their activities, 
though now. is constantly developing and promises, with the gradual rehabilitation 
of state finances, a rich harvest, of benefits to national well-being and industry.” 
The establishment of the Bank for International Settlements is a great practical 
step in this direction. 

The authors have greatly added to the utility of the book by giving a very 
convenient summary Of the laws, charters and statutes relating to no Icbs than 31 
Banks of Issue. The inclusion of the Gold Standard Act of 3925 and the Currency 
and Notes Act of 19*28 in the form of a separate appendix is a special feature of the 
new edition of “ Central Banks.” Besides there is a bibliography at the end 
which should prove useful to all students of Central Banking. 


L. C. J, 
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The Bank for International Settlements, by Paul Einzig. Macmillan, Pp. 170 
7s. 6d. 

It is the first book of its kind on an entirely new subject. The iiulhnr rightly 
has not devoted much space to the reparations aspect of the scheme as m that 
respect the Young Heport does not require elucidation. Dr. Einzig has chietly con¬ 
cerned himself with the problems connected with the international banking aid* 
vities of the Bank for International Settlements, such as the proposed international 
gold cleaning system, a world bank rate, lacilities for credit expansion, etc. 

The need for co-operation between central banks at the present time is hard 
to exaggerate. “ The non-reparation functions of the Bank will contribute to 
bring about a more equal distribution of the world’s financial resources as between 
various countries. They will lend to eliminate Hie abnormal discrepancies between 
mlerest rates that developed since the Wai o\ei and above all, they will tend to 
stabilise the international price-level, and to counteract a geneial and prolonged 
decline of prices ” Ip, 51). The possibilities ol the Bank are indeed wide and 
they are of peculiar interest at the present juncture when the world is in the throes 
of a general fall m the price-level which the (Vntial Bank of Central Banks is 
expected to avert. 

Dr. Einzig's analysis ot the functions and mechanism of the Bank is simple 
and clear and leaves little to be desued His chapter on the “ world bank late ” 
is specially interesting. 

But the institution winch is the subject of Dr. Einzig’s book is so new that it 
is difficult to speak with any precision what the Bank (an do or what it shall do. 
These, however, are important questions which we would like to sec answeied 
in the next edition of the book, when it is published. 

Jj. <\ J. 


Principles of Audit, by K. 8. Bamaswami Iyer, M.A., L.T. With u foreword 
by J. Byan, M.A. 1930. Price Bs. 2-8-0. Pp. 189. 

This monograph describes the principles underlying Cooperative Audit in a 
simple and lucid maimer. The principles of Audit of ordinary companies as well 
as Cooperative Institutions are essentially the same and the author has done well 
in pointing out how Cooperative audit has to be done more thoroughly. 

It is unnecessary in this Journal of Economics to review the contents \i\ 
greater detail. Students preparing for Government Examinations ori audit will find 
this booklet helpful. 


B. B. Batt. 
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PAPERS RELATJMi TO THE BRITISH INDIAN SEA C USTOMS DUTIES AND INDIAN STATES* 

by Bardar M. V. Kibe, M.A. With a foreword by Sir M. N. Mehta. Pp. 82. 

1929. Printed at the Srinath Press, Indore City. 

The monograph under review is a collection of papers written at different times 
on the important hut hitherto neglected subject “ Tlie Indian Tariffs and the 
Native States.” 

Since the years 1865 and 1877 when the transit duties were abolished at the 
suggestion of the British (Government by the Native States the relations between 
the Indian States and the Paramount Power with reference to the equitable divi¬ 
sion ot the import duties levied at the ports have not been satisfactory. The 
evils of double taxation to which the people of the Indian Slates were subjected 
have not drawn sufficient attention. Now that, the topic of Federation is being 
seriously discussed the readjustment of financial liabilities and a fairer distribution 
ot taxation would receive adequate attention, it is indeed a pdy that moat of 
ihe Native States neglected to secure the most favoured-nation treatment of exemp¬ 
tion of their subjects from the British Customs Duties when they agreed to give 
up transit duties. A ( iistoius Union on the lines of the German Zolleverein is 
advocated to grant immediate redress to some of the Indian States station¬ 
ed in the hinterland. The division ol customs duties on the basis of consumption 
instead of population is rightly advocated. Even the recent Indian States Com¬ 
mittee has failed to draw sufficient attention to this legitimate grievance. At any 
rate its mam recommendation that, a furthei committee ought to discuss this 
problem should not be shelved any longer. It is glaring injustice to deprive the 
Indian States of the increasing share of the Customs Duties which their people 
pay while importing goods through the British sea-ports. If the Federal Consti¬ 
tution is settled to the satisfaction of the Indian States and the British Indian 
Provinces this fiscal problem will be automatically solved or dissolved. 

B. Eamaohandra Bau. 


The Modern Case for Socialism, by A. W. Humphrey., Allen & Unwin, Ltd., 
London. Pp. 272. Price 12-6. 

The author states the purpose of his book to be to present certain of the mam 
elements of socialism m the light of the existing economic situation, current poli¬ 
tical experience and recent socialist discussion. We are of opinion that his treat 
ment of the subject justifies his claim. Books * written on Socialism are innumer¬ 
able, but there are few which take up modern, up-to-date economic developments 
and attempt to demonstrate the necessity for the establishment of a socialistic 
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regime in society. Hr f Humphrey’s book iB of this latter order. So the assump¬ 
tions of capitalism, via., liberty of action, effectiveness of competition, usefulness 
of economic institutions and effort for the common weal are examined in the 
light of present-day tendencies and are shown to be no longer holding good. For 
instance competition which is one of the leading articles in the creed of capitalism 
and is the motive force of industrial progress, is shown to be inoperative in the 
largest and most important divisions of the industrial field. Humphrey observes : 
” We may, however, say that the dominantly competitive era had passed its aeoith 
with the passing of the third quarter of the eighteen-nineties onwards there has 
been rapid and steadily accelerating development of capitalistic combination for 
Ihe purpose of increasing profits by restricting output, fixing prices and effecting 
economies made possible by production on a larger scale.” 

He defines the purpose of socialism in the following words : 

“ The root contention of socialism is this : that the resources of Nature 
are so vast as to be capable of amply supplying the needs of all, 
and that it is well within the capacity of mankind to exploit those re¬ 
sources and distribute, their products in such a way that poverty—or 
anything approaching what we now understand by poverty—^would dis¬ 
appear. Further, the production of wealth would be so increased ami 
the organisation of productions be so improved, that most of life would 
not as now be occupied with anxious striving to satisfy physical needs. 
Instead of this condition of things, mankind would have time and scope 
for cultural development far in advance of anything we now learn, when 
indeed, the opportunities of the mass of the population for enjoying the 
higher things of life are negligible or non-existent. It is the starving of the 
mind and the cramping of the spirit no less than the deprivation of rhe 
body, which is the subject of the socialist protest.” 

Mr. Humphrey after examining State and Municipal enterprise in a very 
large variety of industries before, during and after the War is of the opinion that 
nationalisation or more precisely socialisation of economic life would not be a 
failure but indeed a positive success. 

He also emphasises the fact that socialism implies not only a change in 
ownership but a change in authority and power. Guild system of organisation will 
supplant the present private control or bureaucratic exercise of authority. 

The book is extensively furnished with live examples from the existing busi¬ 
ness and industrial world. It is on the whole a judicious and stimulating 
reading. It is well documented and supported by authoritative hooks and publi¬ 
cations. 

8. K. B. 


F. 17 
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J’ovbbtv ami this Htate, by Gilbert Slater, M.A., D.Sc. Constable 4 Co., Ltd., 
Loudon. Price 12 b. 6 d. 

We feel certain that students of Indian poverty problem will find Dr. Gilbert 
Slater’s book, “Poverty and the State”, of vital interest. We have a gigantic 
war to wage against the gnawing poverty of the millions of our fellow-countrymen. 
Any light that we can get of how poverty had been attacked in other parts of 
the world cannot but be of much value to us here in India. In this book we have 
an able, clear and instructive treatment of the problem of Poverty and the efforts 
made by private persons and organisations and the church and the state to combat 
the evil. It is clear, and a study of this book reaffirms the conviction, that what 
is noeded in India, short of some form of Socialism, is active, coordinated parti¬ 
cipation between the state and the peoples in organising for relief of the poor of 
the country. Minimum conditions of life have somehow to be secured so that 
starvation, insanitary living and wretched housing and deep ignorance raa) become 
the nightmare only of the terrible night of the nations past. The public alone and 
the Government alohe cannot do much. Wo need the combined resources and the 
powers of organisation of the entire country, the people and the state, to help to 
lift up a little the sunken masses. For says Dr. Gilbert Slater: “ From the in¬ 
dividual point of view poverty is a personal misfortune; from the social point of 

V 1$ T t 

view it is the symptom which betrays the failure, or at least the partial failure, 
of the state to achieve 4 the good life ' for the community which it serves, for, 
in its economic aspect, ‘ the good life ’ implies adequate production, just distribu 
tion and wise consumption oL those tilings which minister to life.” 

It is best perhaps to give in the learned doctor’s ow 7 n words the scope and the 
method of the study followed in the book : 

“ In the chapters that follow an effort is made to give in broad outline the 
story, for England and Wa'les, of the course of social struggle of the 
community against the more glaring evils of poverty, and against 
poverty itself in its extreme forms. This struggle began many cen¬ 
turies ago, but only in very recent times has enlisted a large share 
of the national effort, and its issues come prominently into the national 
consciousness. Gradually the aim of leaders has developed from mere 
mitigation of the distress caused by poverty to more effective rescue of 
individuals, and thence to a study of causes and the organisation of pre* 
ventive work. In view of the complexity of the causes of poverty, and 
the multiplicity of the agencies concerned in combating it, it is 
not easy to devise a simple and logical arrangement of the 
subject-matter. The plea here adopted is based upon the historic 
fact that at one time or another some particular problem of poverty 
has taken on so threatening or urgent a form as to elicit some new 
effort of private or public initiative which has ever since persisted 
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under varying forms. As far as possible these emergencies ure taken 
in chrondlogieai order, and the resulting initial effort with its later 
developments discussed in their connection therewith." 

Tlie list of chapters in the book will indicate the problems studied. Each 
study is thorough, illuminating and up-to-date. The chapters are : Introduction; 
Voluntary Health Insurance; The Elizabethan Poor Law; the Breakdown of the 
Old Poor Law and the Passing of the New : Preventable Disease and Sanitary 
idea, the Care of the Child in the Nineteenth Century; the Care of the Child in 
the Twentieth Century and the Ministry of Health; Hospitals, Doctors and the 
State; the Care of the Aged; Overcrowd ity and Slums; the State and the. Trade 
m Alcohol; Betting and Gambling; and Mental Deficiency; the Blind, the DeaJ 
and the Crippled; the Unemployment. T. Pre-War Experience and Theory; 
11. Belief Works and Insurance; I1T. the Post-War Unemployment Problem; the 
future of tine Bace. 

A useful Bibliography is also given. 


S. K. II. 


Moral Kkmsk, by James Bonur, LL.P. Allen & Unwin, Lid., London. Price 

Pis. 6d. Pp. 304. 

This book deals with a theory of Ethics which held sway m England during 
most of the eighteenth century. The problem of Ethics is to find a satisfactory 
answer to the question—Why do wo oa'll things right or wrong, good or evil? 
What is the standard in Gcw of wliwh wo pash moral judgments, and how does 
the individual come into possession ol the standard? A number of thinkers iu 
the eighteenth century developed the theory that the ethical problem finds its 
solution in the fact that human beings possess a moral sense. Just as we have a 
sense of sight that knows visible objects and u sense of hearing that apprehends 
sound, so, it has maintained, wo have a moral sense by which we become aware 
of the distinction between right and wrong. 

Dr. Bonar shows us this moral sense theory taking its rise in the writings of 
Shaftesbury. As a standard of moral discernment the moral sense seems to be 
closely related m Shaftesbury’s thought with the tendency to promote public good. 
He argues that the individual is always part, of a wider whole, and has a kind 
of innate or instinctive affection towards society. There thus comes to he a natural 
approval of conduct that is good for the w'hole. The objection to virtue lies in the 
fact that the chief source of individual happiness is the strong development of the 
kindly, generous affections which are directed to the public good, whereas the chief 
source of personal misery is to have the private, self regarding affections too strongly 
developed. 
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Dr, Bonar loads his reader through the intricate arguments by which Hutcheson 
advanced and consolidated the Moral Sen we Theory, the first hints of which he got 

from the great writers of antiquity and from Shaftesbury.” He also expounds 
for us the penetrating analysis of Hume, who is to be reckoned among the mem¬ 
bers of the Moral Sense School, but who, as was his philosophic destiny, introduced 
elements that led out beyond Ins own system. 

These three—Shaftesbury, Hutcheson and Hume— are the chief names in the 
school, though Butler may he called a critical supporter. Besides delineating the 
thought of the school from the writings ot these, its chief representatives, Dr. Bonar 
shows us the criticism that this idea met with at the hands of Berhefev, Mande- 
bille, and others. 

Much space is given to Adam Smith’s hook. The Theory of Moral Sentiments* 
Adam Smith rejected the theory of the Moral Sense, and since he was on a footing 
of intimate relationship with Hutcheson, Dr. Bonar declares that “ his criticism 
and eventual rejection of the theory may therefore he said to come from the inside 
of the school.” He himself explained morality through tjie fact of sympathy and 
without resort to the idea of a moral sense. He put ourselves into author’s place 
by imagination. He imagines how ne would feel in that position. Then we think 
how an impartial speotatoi would judge oui sentiments. Would he regard thorn 
as appropriate to the existing cause, or as too strong or too weak 0 Conscious sym¬ 
pathy with the feeling of another is approbation . Then we look to the effects of 
the actions arising from the feelings, and sympathy w'lth the gratitude of those 
who benefit gives rise to the idea of something more than propnety , namely, merit. 
So sympathy is the explanation of our moral nature -sympathy whereby we feel 
concord with the sentiments of the agent, and concord with the gratitude or u»- 
sentment of the beneficiary or the sufferer. Moreover, we all bear within us a judge 
or arbiter the ” Man within the breast,” the “ Impartial spectator,” whose sympathy 
with one actual self and its doings is the real standard of right and wrong. 

Dr. Bonar himself seems to hold a view similar to that of T. H. ftreen or 
Kdvvard Caird. He at any rate criticises Adam Smith and others from the stand¬ 
point, of self-conscious reason. In man passions and feelings are transformed by 
tlu* faet that they belong to a self-conscious subject. Thus Dr. Bonar suggests 
that wc should perhaps find in the ‘ spectator * only an awkward expression for 
self-consciousness. Flverv man qua reason is the impartial spectator confronting 
the passions ” fp. 181). 

In the author’s exposition, Adam Smith and Kant form a bridge from the 
error of the moral sense school to the conception of morality as finding its source 
in a universal Reason which is partially and progressively embodied in social in¬ 
stitutions. So he points out that while *’ there is certainly in the civilized ordinary 
man a perception of good and evil, which seems from our familiarity with it to 
be immediate and instinctive, yet it is no more so than our use of our native lan¬ 
guage, or our erect position, or vision of distance ” (p. 216). There is no such 
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thing as a moral sense that is given fully fledged at the start. Wlmt it* given to 
the human soul is the capacity for sharing in the life of reason, and that capacity 
is realised through the individual’s membership of various institutions of the social 
life, such as the family, industrial society, the state, etc. These institutions are 
the individual’s training-ground, and the result is the development in him of what 
can he called a moral sense. 

Another aspect of Adam Smith’s teaching by which it may he learned that 
the moral sense has the nature of a terminus iuI quern rather than a terminus a 
quo is Ins conception of propriety. The truly moral man will act v ith propriety, 
i.e., his actions will be the outcome of sympathy with that degree of emotion which 
is right. This is practically identical with Aristotle's doctrines of the mean. 
“ Adam Smith," says Dr. Bonar. “ reaches propriety by a turning up and a 
turning down till we reach concord, the man of typicallv good ear deciding when 
we have reached it ” (p 180). "Now clearly both Adam Smith and Aristotle have 
to meet the objection that the extremes can be known only bv the mean, we could 
not know the extremes of excess or defect, except through the judgment of the 
wise man who knows both. The question then is, how does the morally wise man set 
Ins knowledge? Where does his sound instinct mid judgment come from? Aris¬ 
totle would say that he gets it by being a citizen of a good state—through liis 

membership of its institutions Dr. Bonar thinks that Adam Smith had the same 
answers in mind. For he said that “ morality begins with the family, then society, 
then the state, the range though not the intensity of the sense of duty expanding 
in n man as lie feels himselt in the larger after the smaller circles " (p. 184). 

Tip to a point Adam fchmth seems to make morality dependent upon the mirror¬ 
ing of what is, j.e., the doing of what our fellow-men approve. But this is only “ in 
th<* first instance.’* For there is always an appeal to the impartial and well, 
informed Man uttlun Ike breast. Tims conduct comes to be determined not 

merely by desire for actual praise, i.e., aversion from actual blame, but by the 
die si re to be praiseworthy, to be good as well as to seem good. This clears the 
hue for progressivetiess in morality. In tins connection a very interesting example 
is given by Dr. Bonar on page 195, where he shows how Adam Smith, through 
Ins conception of the impartial spectator, rises to the apprehension that patriotism 
is not enough. 

Dr. Bonar’s hook while being a thorough and scholarly work, is written m 
an easy and attractive style. Occasional biographical allusions give a human-nature 
touch that lends a quiet charm. It might perhaps be asked why the book should 

have been sent to review in an Economic Journal, for it has nothing to do with 

Economics. The reason may be that the waiter is clearly well-known for, three 
or four books that he has written on Economic subjects, and because Adam Smith 
is one of the authors whose theory of Ethics is examined. 

There are in the book three incidental references to Economics, and as they 
are all interesting we shall close this review by calling attention to them ; 
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One it an page 81, where Hutcheson is quoted as saying that “ self-love is 

really as necessary for the good of the whole as benevolence," and that motives of 

honour and advantage are necessary to keep us pursuing industrially the course 
which really increases the good of the whole. This is declared to be the basis 
of the Economic teaching of Hutcheson and in far larger measure of Adam Smith. 

The second reference to Economics is on page 330, where Hume is quoted as 
saying that “ if everyone had the same affection and tender regard for everyone 
as for himself, justice and injustice could be equally unknown among men. It 
is only from the selfishness and confined generosity of men along with the 
scanty provision nature has made for his wants that justice derives its origin.” 
On this showing, justice and value have the same origin. ^ 

The third reference is on page 185, where mention is made of Adam Smith’s 
opinion that there is a better distribution of happiness in the world than there is 
of health. 41 Ambition,” says Adarn Smith, 44 is usually folly, due to desire of 
shining, and sometimes desire of a fancied comfort no greater than what is 

already possessed. . . . What can be added to the happiness of a man 
who is in health, who is out of debt, and has a dear conscience? . . . 

wealth and greatness are mere trinkets of frivolous utility.” Dr. Bonar 

expresses the natural wonder that such a plea for poverty should have 

been written by the author of the Wealth of Nations. But it appears that 
ambition is not finally shunned, and that Adam Smith, though seeing its hollow¬ 
ness yet regards it as a happy illusion, for he says, 44 Tt is this deception which 
rouses and keeps in continual motion the industry of mankind,” and also it is 
44 the bustle and business of the world that have trained the man of real constancy 

and firmness who keeps his self-control and is always mindful of his inward 

motion.” 


Jambs Xhlloo*. 
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